Internal Revenue

oulletin

HIGHLIGHTS
OF THIS ISSUE

These synopses are intended only as aids to the reader in
identifying the subject matter covered. They may not be
relied upon as authoritative interpretations.

INCOME TAX

Rev. Rul. 99-40, page 441.

Interest on underpayments; credits against estimated
tax. Rules are provided for determining the date from which
interest will be assessed when an overpayment claimed on a
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The IRS Mission

Provide America’s taxpayers top quality service by help-
ing them understand and meet their tax responsibilities

Introduction

The Internal Revenue Bulletin is the authoritative instrument
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service
and for publishing Treasury Decisions, Executive Orders, Tax
Conventions, legislation, court decisions, and other items of
general interest. It is published weekly and may be obtained
from the Superintendent of Documents on a subscription
basis. Bulletin contents are consolidated semiannually into
Cumulative Bulletins, which are sold on a single-copy basis.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application
of the tax laws, including all rulings that supersede, revoke,
modify, or amend any of those previously published in the
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of in-
ternal management are not published; however, statements
of internal practices and procedures that affect the rights
and duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service on
the application of the law to the pivotal facts stated in the
revenue ruling. In those based on positions taken in rulings
to taxpayers or technical advice to Service field offices,
identifying details and information of a confidential nature
are deleted to prevent unwarranted invasions of privacy and
to comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have
the force and effect of Treasury Department Regulations,
but they may be used as precedents. Unpublished rulings
will not be relied on, used, or cited as precedents by Service
personnel in the disposition of other cases. In applying pub-
lished rulings and procedures, the effect of subsequent leg-
islation, regulations, court decisions, rulings, and proce-

and by applying the tax law with integrity and fairness to
all.

dures must be considered, and Service personnel and oth-
ers concerned are cautioned against reaching the same con-
clusions in other cases unless the facts and circumstances
are substantially the same.

The Bulletin is divided into four parts as follows:

Part .—1986 Code.
This part includes rulings and decisions based on provisions
of the Internal Revenue Code of 1986.

Part Il.—Treaties and Tax Legislation.

This part is divided into two subparts as follows: Subpart A,
Tax Conventions, and Subpart B, Legislation and Related
Committee Reports.

Part lll.—Administrative, Procedural, and Miscellaneous.
To the extent practicable, pertinent cross references to
these subjects are contained in the other Parts and Sub-
parts. Also included in this part are Bank Secrecy Act Admin-
istrative Rulings. Bank Secrecy Act Administrative Rulings
are issued by the Department of the Treasury’s Office of the
Assistant Secretary (Enforcement).

Part IV.—Items of General Interest.
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements.

The first Bulletin for each month includes a cumulative index
for the matters published during the preceding months.
These monthly indexes are cumulated on a semiannual basis,
and are published in the first Bulletin of the succeeding semi-
annual period, respectively.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, DC 20402.



Actions Relating to Court Decisions

It is the policy of the Internal RevenueService has expanded its acquiescenegence to an opinion of a circuit court of
Service to announce at an early datgrogram to include other civil tax casesppeals, a nonacquiescence indicates that
whether it will follow the holdings in cer- where guidance is determined to be helghe Service will not follow the holding on
tain cases. An Action on Decision is thdul. Accordingly, the Service now may ac-a nationwide basis. However, the Service
document making such an announcemenjuiesce or nonacquiesce in the holdingaill recognize the precedential impact of
An Action on Decision will be issued atof memorandum Tax Court opinions, aghe opinion on cases arising within the
the discretion of the Service only on unwell as those of the United States Districeenue of the deciding circuit.
appealed issues decided adverse to ti@®urts, Claims Court, and Circuit Courts The Actions on Decisions published in
government. Generally, an Action on Deof Appeal. Regardless of the court decidthe weekly Internal Revenue Bulletins
cision is issued where its guidance woulthg the case, the recommendation of argfe consolidated semiannually and annu-
be helpful to Service personnel workingAction on Decision will be published in ally. The semiannual consolidation ap-
with the same or similar issues. Unlike ahe Internal Revenue Bulletin. pears in the first Bulletin for July and in
Treasury Regulation or a Revenue Ruling, the Cumulative Bulletin for the first half

i ision i ffi The recommendation in every ACtionof the year, and the annual consolidation
an Action on Decision is not an a irma-gn pecision will be summarized as ac® year,

tive statement of Service position. Itis nof jiescence, acquiescence in result Onl?pp_ears in the first Bulletin for the fol-
intended to serve as public guidance ang, nonacquiescence. Both * owing January and in the Cumulative

. acquies:
may not be cited as precedent. cence” and “acquiescence in result only

Bulletin for the last half of the year.
Actions on Decisions shall be reliednean that the Service accepts the holding | ¢, Sommissioner ACQUIESCES in

upon within the Service only as concluof the court in a case and that the Servigge following decisions:

sions applying the law to the facts in theyill follow it in disposing of cases with  James J. and Sandra A. Gales v.
particular case at the time the Action ofhe same controlling facts. However, “ac- Commissioner?
Decision was issued. Caution should bguiescence” indicates neither approval T.C. Memo 1999-27

exercised in extending the recommendaror disapproval of the reasons assigned o
tion of the Action on Decision to similar py the court for its conclusions; whereas, Dubin v. Commissioner?

cases where the facts are different. Moreacquiescence in result only” indicates 99 T.C. 325 (1992)

over, the recommendation in the Actionjisagreement or concern with some or all The Commissioner NONACQUI-

on Decision may be superseded by nef those reasons. Nonacquiescence sigiESCES in the following decision:

legislation, regulations, rulings, cases, Ofies that, although no further review was

Actions on Decisions. sought, the Service does not agree with RJR Nabisco, Inc., et al., v. Commis-
Prior to 1991, the Service published acthe holding of the court and, generally, sioner?3

guiescence or nonacquiescence only il not follow the decision in disposing T.C. Memo 1998-252

certain regular Tax Court opinions. Theof cases involving other taxpayers. In ref-

1 Acquiescence in result only relating to whether advance commissions received on insurance written by taxpayer husbantevegriéntime paid or were loans
such that income was reportable only as the commissions were subsequently earned.

2 Acquiescence in result only relating to whether partnership items reported on a joint return convert to nonpartnership itespgatito both spouses when a
TEFRA conversion event, pursuant to I.R.C. section 6231, occurs as to only one spouse.

3 Nonacquiescence relating to whether graphic design and advertising campaign costs incurred by petitioner are currendybdsihestibexpenses under I.R.C.
section 162 or are properly treated as capital expenditures under I.R.C. section 263.






Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 42.—Low-Income Section 468.—Special Rules for  Section 846.—Discounted
Housing Credit Mining and Solid Waste Unpaid Losses Defined
The adjusted applicable federal shortterm, midreclamation and Closing Costs The adjusted applicable federal short-term, mid-

term, and long-term rates are set forth for the month

term, and long-term rates are set forth for the month ; ; _ P
The adjusted applicable federal short-term, m|dOf October 1999. See Rev. Rul. 9941, on this page.

of October 1999. See Rev. Rul. 99-41, on this pag¢erm, and long-term rates are set forth for the month
of October 1999. See Rev. Rul. 99-41, on this page.

Section 280G.—Golden Sﬁ:tion :I|;2.74..—Iiﬁte£minatifon
of Issue Price in the Case 0
Parachute Payments Section 482.—Allocation of Certain Debt Instruments Issued

Federal short-term, mid-term, and long-termiNCOMe and Deductions Among for Property
rates are set forth for the month of October 1999'['axpayers

See Rev. Rul. 99-41, on this page. (Also sections 42, 280G, 382, 412, 467, 468, 482,
Federal short-term, mid-term, and long-tern483, 642, 807, 846, 1288, 7520, 7872.)

rates are set forth for the month of October 1999.

Section 382 —Limitation on Net See Rev. Rul. 99-41, on this page. Rev. Rul. 99-41
Operating Loss Carryforwards This revenue ruling provides various
and Certain Built-In Losses Section 483.—Int ‘ prescribed rates for federal income tax
. . ection .—lInterest on
Following Ownership Change ’ purposes for October _1999 (the current
Certain Deferred Payments month.) Table 1 contains the short-term,
The adjusted applicable federal long-term rate is mid-term, and long-term applicable fed-

set forth for the month of October 1999. See Rev. 1N€ adjusted applicable federal short-term, mid ral rates (AFR) for the current month for
term, and long-term rates are set forth for the mont%

Rul. 99-41, on this page. ; _
of October 1999. See Rev. Rul. 99-41, on this pa\g&urpoSes of section 1274(d) of the_ Inter
nal Revenue Code. Table 2 contains the

short-term, mid-term, and long-term ad-

Section 412.—Minimum _ _ justed applicable federal rates (adjusted
Funding Standards Section 642.—Spec.:lal Rules for  ApR) for the current month for purposes
Credits and Deductions of section 1288(b). Table 3 sets forth the

The adjusted applicable federal short-term, mid- adiusted federal lona-term rate and the
term, and long-term rates are set forth for the month Federal short-term, mid-term, and long-term | 9

of October 1999. See Rev. Rul. 99-41, on this pageates are set forth for the month of October 1994_0ng.-term tax-exempt rate de_scnbed n
See Rev. Rul. 99-41, on this page. section 382(f). Table 4 contains the ap-

propriate percentages for determining the
Section 467 —Certain low-income housing credit described in
. . section 42(b)(2) for buildings placed in
Payments for the_ Use of Section 807.—Rules for Certain ..o during the current month. Finally,
Property or Services Reserves Table 5 contains the federal rate for deter-
4mining the present value of an annuity, an

The adjusted applicable federal short-term, mid- The adjusted applicable federal short-term, mid: -
term, and long-term rates are set forth for the montierm, and long-term rates are set forth for the montfitérest for life or for a term of years, or a
of October 1999. See Rev. Rul. 9941, on this pagef October 1999. See Rev. Rul. 99-41, on this pagé€mainder or a reversionary interest for
purposes of section 7520.

REV. RUL. 99-41 TABLE 1
Applicable Federal Rates (AFR) for October 1999

Period for Compounding

Annual Semiannual Quarterly Monthly

Short-Term
AFR 5.54% 5.47% 5.43% 5.41%
110% AFR 6.11% 6.02% 5.98% 5.95%
120% AFR 6.67% 6.56% 6.51% 6.47%
130% AFR 7.24% 7.11% 7.05% 7.01%
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REV. RUL. 99-41 TABLE 1—Continued
Applicable Federal Rates (AFR) for October 1999

Period for Compounding

Annual Semiannual Quarterly Monthly
Mid-Term
AFR 6.02% 5.93% 5.89% 5.86%
110% AFR 6.63% 6.52% 6.47% 6.43%
120% AFR 7.25% 7.12% 7.06% 7.02%
130% AFR 7.86% 7.71% 7.64% 7.59%
150% AFR 9.10% 8.90% 8.80% 8.74%
175% AFR 10.65% 10.38% 10.25% 10.16%
Long-Term
AFR 6.31% 6.21% 6.16% 6.13%
110% AFR 6.95% 6.83% 6.77% 6.73%
120% AFR 7.59% 7.45% 7.38% 7.34%
130% AFR 8.23% 8.07% 7.99% 7.94%
REV. RUL. 99-41 TABLE 2
Adjusted AFR for October 1999
Period for Compounding
Annual Semiannual Quarterly Monthly
Short-term
adjusted AFR 3.79% 3.75% 3.73% 3.72%
Mid-term
adjusted AFR 4.55% 4.50% 4.47% 4.46%
Long-term
adjusted AFR 5.45% 5.38% 5.34% 5.32%
REV. RUL. 99-41 TABLE 3
Rates Under Section 382 for October 1999
Adjusted federal long-term rate for the current month 5.45%
Long-term tax-exempt rate for ownership changes during the current month (the highest of
the adjusted federal long-term rates for the current month and the prior two months.) 5.45%
REV. RUL. 99-41 TABLE 4
Appropriate Percentages Under Section 42(b)(2) for October 1999
Appropriate percentage for the 70% present value low-income housing credit 8145%
Appropriate percentage for the 30% present value low-income housing credit 3162%
REV. RUL. 99-41 TABLE 5
Rate Under Section 7520 for October 1999
Applicable federal rate for determining the present value of an annuity, an interest for life or a term
of years, or a remainder or reversionary interest 7.2%
October 4, 1999 440 1999-40 I.R.B.



Section 1288.—Treatment of 1996 was $100x. In order to avoid the adwithout regard to any extension of time
Original Issue Discount on dition to tax for underpayment of esti-for payment or filing.

Tax-Exempt Obligations mated tax for 1996X was reqwred'to Se_ctlon 64_02(b) states t_hat the Se_cre—
make payments of $25x each on April 15ary is authorized to prescribe regulations

The adjusted applicable federal short-term, mid1996, June 15, 1996, September 15, 1996roviding for the crediting against the es-
term, and long-term rates are set forth for the montgn 4 pecember 15, 1996X timely made timated tax for any taxable year of the
of October 1999. See Rev. Rul. 99-41, page 439. the required $25x payments in April andamount determined by the taxpayer or the
June. On September 18,made a pay- Secretary to be an overpayment of the in-

ment of $15x. In 1998, the Internal Reveome tax for the preceding taxable year.
enue Service examineds 1995 return  Section 301.6402-3(a)(5) of the Regu-
and determined thaf’s correct 1995 tax lations on Procedure and Administration
26 CFR 301.6402-3: Special rules applicable to \é\/s; $215x, resulting in a deficiency ofpr0\1|de|sI that a taxpayer may elect to
income tax. . apply all or part of the overpayment
Situation 2. The facts are the same ashown by its return to its estimated tax for
If an overpayment claimed on a return is credite¢y gityation lexcept thaiX paid $23x on the succeeding tax year by so indicating

to th di 's estimated t fund X ) ) 4
0 1€ SUCCEOCINg YEars esamaiec ax or rewin eﬂ\prll 15, 1996, and $14x on June 15pn its return. No interest is allowed on

without interest, from what date will interest be as- . )
sessed on a subsequently determined deficiency 996, instead of the required payments ehe portion of the overpayment credited
the overpayment return year. See Rev. Rul. 99-4825x on each of these dates. and the amount of the credit is applied as
on this page. Situation 3. Aan individual, files fed- a payment on account of the estimated in-
eral income tax returns on a calendar yegome tax for the year or the installments
basis. In 1995A made timely estimated thereof. See als@ 301.6611—1(h)(2)(vii).
Section 6601.—Interest on tax payments of $100x. On April 15, |n Rev. Rul. 77-475, 1977-2 C.B. 476,
Underpayment, Nonpayment, or  1996,A filed Form 4868, Application for revoked by Rev. Rul. 83-111, 1983-2
Extensions of Time for Payment, Automatic Extension of Time to File U.S.C.B. 245, reinstated and modified by Rev.
of Tax Individual Income Tax Return, and re-Rul. 84-58, the Service held that if an

ceived a 4-month extension of time to fi|%verpayment of income tax for a taxable
26 CFR 301.6601-1: Interest on underpayments. A’S income tax return. On August 15year occurs on or before the due date of

Section 6402.—Authority To
Make Credits or Refunds

g%'f‘;;ggt_iin)s 6402, 7805(b); 301.6402-3, 1996, A filed Form 1040, U.S. Individual the first installment of estimated tax for
' ' Income Tax Return, for 1995 showing tahe succeeding taxable year, the overpay-
Rev. Rul. 99-40 due of $80x, and requested a refund of th@ent is available for credit against any in-
$20x overpayment. The overpayment igtallment of estimated tax for such suc-
ISSUE deemed to arise on April 15, 1996. Theeeding taxable year and will be credited

. refund was made within 45 days of then accordance with the taxpayer’s elec-
If an overpayment claimed on a returiijate the timely return was filed, by ajon. If the overpayment occurs after the

is credited to the succeeding year's estcheck dated September 14, 1996. lgye date of the first installment of esti-
mated tax or refunded without interest1998, the Service examinéds 1995 re- mated tax for the succeeding taxable year,
from what date will interest be assessedirn and determined that the correct ta may be credited only against an install-
on a subsequently determined deficiencwas $85x, resulting in a deficiency ofment of estimated tax due on or after the
for the overpayment return year? $5x. date the overpayment was made. Under
FACTS ~ Situation 4. The facts are the same ashese circumstances, § 6655(b)(3) pro-
in Situation 3,except thai's correct tax yides that a payment of estimated tax by a

Situation 1. XCorporation files its fed- liability was $105x, resulting in a defi- corporation is credited against unpaid re-

eral income tax returns on a calendar ye&iency of $25x. quired installments in the order in which
basis. For 1995 made timely estimated | \\v AND ANALYSIS the |_nstaIIments are requwed to be paid.
tax payments of $100x. On March 15, Section 6654(b)(3) provides the same rule

1996, X filed Form 7004, Application for ~ Section 6601(a) of the Internal Revor individuals.

Automatic Extension of Time to File Cor-enue Code provides that if any amount of The Tax Reform Act of 1984, § 413,

poration Income Tax Return, and receivethx is not paid on or before the last daté984-3 (Vol. 1) C.B. 301, provides that
a 6-month extension of time to file its in-prescribed for payment, interest will bethe application of the Code with respect to
come tax return.X paid $120x with the paid on the amount from such last date tine crediting of an overpayment against
request for extension. On September 1%he date paid. Section 6151(a) providesstimated tax shall be determined without
1996, X filed Form 1120, U.S. Corpora-in general, that the date prescribed foregard to Rev. Rul. 83-111 and with full

tion Income Tax Return, for 1995 show-payment is the time fixed for filing the re-regard to the rules in effect prior to Rev.
ing a tax liability of $210x and elected toturn, determined without regard to anyRul. 83-111. The legislative history pro-

have the overpayment of $10x crediteéxtension of time for filing. Section vides that “[w]here the credit is made to
against its 1996 estimated tax. The $10&601(b)(1) provides that for determiningan estimated tax payment arising prior to
overpayment is deemed to arise on Maranterest on underpayments, the “last datitae election [to credit the overpayment],
15, 1996. X's required estimated tax forprescribed for payment” is determinednterest on the overpayment will not be

1999-40 I|.R.B. 441 October 4, 1999



payable, and interest on the underpaybituation 2 that, because the overpaymetudx for failure to pay estimated income tax
ment which arises because of a deficienayas applied to the first installment, interunder 88 6654 or 6655 with respect to
in tax for the prior year will run from the est ran from April 15, 1984, on a subsesuch year. The Service will assess interest
date the credit is effective.” H. R. Repquently determined deficiency for 1983on a subsequently determined deficiency
No. 98-432, Pt. 2, 98th Cong., 2d Sesshat was equal to or less than the claimddr the overpayment year from the date(s)
1489-90 (1984). overpayment. However, Situation 2 doethat the overpayment is applied to the suc-
Rev. Rul. 84-58, 1984-1 C.B. 254not indicate whether the taxpayer had aceeding year’s estimated taxes.
holds that for returns filed after Decembetually made all or part of the April 15th es- Since the overpayment will be applied
31, 1983, when a taxpayer elects to hawanated tax payment. Thus, it is not cleain the order necessary to avoid the addi-
an income tax overpayment creditedvhether the taxpayer received any benefiton to tax for underpayment of estimated
against the succeeding year’s estimateaf the overpayment as a payment of th&x, designation of all or part of the over-
tax, the Service will apply overpaymentdApril 15th installment. payment to a specific estimated tax in-
arising on or before the due date of the re- In May Department Stores Co. v. Unitecstallment is not necessary. Accordingly,
turn against the first installment paymenstates36 Fed. Cl. 680 (1996acq.AOD the Service will not accept such designa-
of the succeeding year’s estimated taxGC-1997-008 (Aug. 4, 1997), the taxpayetions after October 4, 1999.
unless the taxpayer requests that it be aplected to credit an overpayment shown In Situation 1,nterest on the $5x defi-
plied to a later installment. on its 1983 tax return to the succeedingiency for 1995 runs from September 15,
Rev. Rul. 88-98, 1988-2 C.B. 356year’s estimated tax liability but did not1996, the date on which the $10x over-
holds that when a taxpayer claims aattach a statement to its return indicatingayment is applied t§’s third installment
overpayment on a return filed either orthe installment to which the Serviceof 1996 estimated taxes. The overpay-
the original due date or on extension, anshould credit the overpayment. Pursuamhent was not needed to satisfy an install-
the claimed overpayment is applied in fulto Rev. Rul. 84-58, the Service applied thment of estimated tax prior to September
against an installment of the succeedingverpayment to the first installment. A de45, 1996.
year’s estimated tax, interest on a subséeiency was determined for the taxpayer’s In Situation 2,interest on the $5x defi-
guently determined deficiency for the ear1983 tax year and interest was assesseddgncy for 1995 runs from June 15, 1996,
lier year runs from the due date of that inthe Service on the deficiency from the dughe date on which the overpayment is ap-
stallment on the part of the deficiency thadlate of the first installment in accordancelied toX's 1996 estimated taxes. A por-
is equal to or less than the claimed ovewith Situation 2 of Rev. Rul. 88-98.tion ($2x) of the overpayment is applied
payment and from the original due date aflowever, the taxpayer had made estio the April 15th installment of 1996 esti-
the return on the remainder. Rev. Ruimated tax payments sufficient to avoid thenated tax. The remaining $8x of the
88-98 followsAvon Products, Inc. v. addition to tax imposed by § 6655 foroverpayment is applied t§'s June 15th
United Statesb88 F.2d 342 (2d Cir. 1984 for the first and second installmentmstallment of 1996 estimated tax. Be-
1978), in which the court interpretedof estimated tax due for 1984. The courtause the $8x portion of the return over-
§ 6601(a) to mean that interest on a defconcluded that the Service’s application gpayment exceeded the subsequently de-
ciency can only be charged when the tathe taxpayer’'s 1983 overpayment to théermined deficiency of $5x, interest does
is both due and unpaid. The date thirst installment did not change the fachot begin to run for 1995 before the date
overpayment becomes a payment on athat the government had the use of the tathat portion was applied td's 1996 esti-
count of the succeeding year’s estimategayer’s overpayment from the due date ahated taxes.
tax determines the date the prior year#e first installment (May 15) to the date In Situation 3,interest on the $5x defi-
tax became unpaid for purposes othe overpayment was applied to the thirdiency runs from September 14, 1996.
8§ 6601(a). Prior to that date the governnstallment (October 15) since the overAlthough A’'s 1995 taxes were due on
ment has the use of the funds with respepayment was not needed to satisfy any irpril 15, 1996,A’'s 1995 taxes were not
to the prior year’s tax, and no interest istallment of estimated tax due during thatnderpaid until the $20x was refunded
payable on the overpayment that is thperiod. without interest toA on September 14,
subject of the taxpayer’s electiorSee In light of the May Department Stores 1996.
§ 301.6402-3(a)(5) and § 301.6611-decision, the Service has reconsidered theln Situation 4,interest runs from Sep-
1(h)(2)(vii). In the case of a refund madenanner in which interest on a subsetember 14, 1996, on $20x of the defi-
without interest under § 6611(e), the datquently determined deficiency is com-<ciency, and from April 15, 1996, on the
on which the tax is both due and unpaid iputed under § 6601(a) when the taxpayeemaining $5x of the deficiency. Because
the date when the amount in question ismakes an election to apply an overpayA’'s 1995 taxes of $105x were due on
refunded, even when that date is subseient to the succeeding year’s estimatefipril 15, 1996, andA had only paid
quent to the date of the claim for refund. taxes. When a taxpayer elects to apply &100x as of that datéys 1995 taxes were
In Situation 2 of Rev. Rul. 88-98, theoverpayment to the succeeding year’s esnderpaid by $5x on April 15, 1996.
Service applied the taxpayer’s 1983 ovetimated taxes, the overpayment is applieNeverthelessA was not underpaid with
payment to the first installment of its 19840 unpaid installments of estimated taxespect to the $20x until that amount was
taxes because the taxpayer did not indicatieie on or after the date(s) the overpayefunded to A on September 14, 1996.
the installment to which the overpaymenient arose, in the order in which they are In all situations, the estimated tax rules
was to be applied. Rev. Rul. 88-98 held irequired to be paid to avoid an addition tin effect for the tax year for which the

October 4, 1999 442 1999-40 I|.R.B.



election to credit a return overpayment iRev. Rul. 77-475 are modified and, aSection 7805.—Rules and
effective are used to determine when theodified, are superseded. Regulations

overpayment is applied to that tax year’s

estimated taxes, and, thus, for determifPfROSPECTIVE APPLICATION 26 CFR 301.7805-1: Rules and regulations.

ing when interest b_eglns to. run-on the Pursuant to 8 7805(b), this ruling will |t an overpayment claimed on a return is credited
subsequently determined deficiency. not be applied adversely to a taxpayer that the succeeding year's estimated tax or refunded
designated an Overpayment to app|y to aﬂthout interest, from what date W?” interegt'be as-

HOLDING installment of estimated tax in accordancgS5ed on a subsequenty determined defiency fo
When a taxpayer reports an overpaywith Rev. Rul. 84-58 prior to October 4,|OagJe 441 ' B ’

ment on its income tax return, interesi999.

will be assessed on that portion of a sub-

sequently determined deficiency for thPRAFTING INFORMATION Section 7872.—Treatment of

overpayment return year that is Ie.ss than the principal author of this revenuel oans With Below-Market
or equal to the overpayment as of: (1) thg,jing is John J. McGreevy of the Officejnterest Rates

date on which the Service refunds thet assistant Chief Counsel (Income Tax
overpayment without interest; or (2) theyq Accounting). For further information  The adjusted applicable federal short-term, mid-

date on which the overpayment is applie . . . term, and long-term rates are set forth for the month
to the succeeding year’s estimated taxegmeggrrilg\?ytzlts(;%\gnggztzgq% (Eggta;ttgfltm October 1999. See Rev. Rul. 99-41, page 439.
Interest will be assessed on any remaining,q call).
portion of the deficiency from the original

due date of the tax for the overpayment

return year. Section 7520.—Valuation Tables
EFFECT ON OTHER REVENUE The adjusted applicable federal short-term, mid-
RULINGS term, and long-term rates are set forth for the month

of October 1999. See Rev. Rul. 99-41, page 439.
Rev. Rul. 88-98, Rev. Rul. 84-58, and
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Part lll. Administrative, Procedural, and Miscellaneous

Prohibition of Ex Parte Attn.: C:AP:CIT SECTION 2. BACKGROUND
Communications Between 1111Constitution Ave. :

. : In 1927, the Internal Revenue Service
Appeals Officers and Other Washington, DC 20224

or electronically via: http:/www.irs. goy/ €Stablished an administrative appeal

Internal Revenue Service prod/tax_regs/comments.html (the Ser@r0Cess to resolve tax disputes without lit-

Employees vice Internet site) igation. Local appeals offices have tradi-
. ' tionally been separate from the IRS of-
Notice 99-50 . .
26 CFR 601.105: Examination of returns and fice that pro'posed the adjustment.
This notice provides a proposed revelaims for refund, credit, or abatement; However, section 1001(a)(4) of RRA 98
enue procedure that, when finalized, wilflétermination of correct tax liability. requires the IRS, as part of its reorganiza-
provide guidance to address, in part, thepypOSED REV. PROC. 99-XX o7 plan, to establish an independent Of-
directive in the Internal Revenue Service ' ' fice of Appeals — one that may not be in-
Restructuring and Reform Act of 1998 TABLE OF CONTENTS fluenced by tax collection or examination
P.L. 105-206, 112 Stat. 685 (RRA 98), to employees through ex parte communica-
develop a plan to prohibix partecom- SECTION 1. PURPOSE AND SCOPE tions with Appeals Officers that appear to
icati 1 . compromise the independence of Appeals
munications between officers of the Interse 110N 2. BACKGROUND off pr p pp
nal Revenue Service Office of Appeals cers.
(Appeals) and other Internal Revenue SeSECT|ON 3. GUIDANCE SECTION 3. GUIDANCE
vice employees that appear to compromiseONCERNING THE EX PARTE CONCERNING THE EX PARTE

the independence of Appeals Officers. COMMUNICATIONS PROHIBITION COMMUNICATIONS
Section 1001(a)(4) of RRA 98 stateDESCRIBED IN SECTION 1001(a)(4) PROHIBITION DESCRIBED IN

that the Commissioner’s plan to reorga©F THE INTERNAL REVENUE SECTION 1001(a)(4) OF THE

nize the Internal Revenue Service shaBERVICE RESTRUCTURING AND INTERNAL REVENUE SERVICE
ensure an independent Appeals functioREFORM ACT OF 1998 RESTRUCTURING AND REFORM
within the Internal Revenue Service. The ACT OF 1998

Treasury Department and the Internap=CTION 4. EFFECTIVE DATE

Revenue Service are developing the reOEECTION 1. PURPOSE AND SCOPE Q-1 What is “ex parte communication”
ganization plan. As part of that plan, and when is it prohibited?
guidance for Internal Revenue Service Section 1001(a) of the Internal RevA-1 For the purposes of this revenue pro-
personnel and taxpayers is being deveénue Service Restructuring and Reforrmedure, ex parte communications are
oped to address the prohibition of ex partact of 1998, P.L. 105-206, 112 Stat. 68ommunications that take place in the ab-
communications between Appeals Offi{RRA 98), states that “The Commissionesence of one of the parties to the contro-
cers and other Internal Revenue Servicef Internal Revenue shall develop and imversy — specifically the taxpayer or his
employees that appear to compromise thfement a plan to reorganize the Internair her representative (taxpayer/represen-
independence of Appeals Officers. Revenue Service. The planshall ... tative). Ex parte communications be-
The proposed revenue procedure in- (4) ensure an independent appealtsveen Appeals Officers and other Internal
cludes guidance, in the form of a series of function within the Internal RevenueRevenue Service employees are prohib-
guestions and answers, that address situa-Service, including the prohibition inited to the extent that such communica-
tions frequently encountered by Appeals the plan of ex parte communicationgions appear to compromise the indepen-
Officers during the course of an adminis- between appeals officers and other Indence of the Appeals Officers.
trative appeal. ternal Revenue Service employees tQ-2 Does the prohibition on ex parte
Before issuing final guidance, the Trea- the extent that such communicationsommunications extend to discussions
sury Department and the Service invite appear to compromise the indepensetween the Appeals Officer and the
comments from the public to aid in the dence of the appeals officers.” originating office during the course of
development of this revenue procedurelhis revenue procedure contains guidang@eliminary review of a newly assigned
The prohibition on ex parte communicafor Service personnel and taxpayers to adase?
tions will not take effect until the revenuedress the prohibition of ex parte communiA-2 The Appeals Officer may ask general
procedure is issued in final form. In thecations between Appeals Officers andr clarifying questions which do not ad-
interim, existing procedures relating toother Internal Revenue Service employeeatress the strengths and weaknesses of the
communications in the course of Appealthat appear to compromise the indepernssues and positions taken in the case. For
consideration of disputes remain in effecdence of Appeals Officers. The guidancexample, the Appeals Officer may ask for
Comments should be submitted by Deis in the form of a series of questions andlarification of a factual description or

cember 3, 1999 either to: answers that address situations frequentlggal assertion in the file without involv-
Internal Revenue Service encountered by Appeals Officers duringng the taxpayer/representative. The Ap-
National Director of Appeals the course of an administrative appeal. peals Officer may also ask whether cer-
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tain information was requested andive the opportunity to participate in anyCounsel attorneys from advising Appeals
whether it was received. The Appeals Ofdiscussions with the originating functionOfficers of the legal position of Chief
ficer, however, may not engage in discusegarding the strengths and weaknesses@bunsel on specific questions of law,
sions of the strengths and weaknesses af issue or position in the case. assisting Appeals Officers in compre-
the issues and positions in the case, whi€p-6 What should the Appeals Officer dohending or interpreting specific legal au-
would appear to compromise the Appeals new information or evidence is submit- thorities or otherwise providing legal as-
Officer’s independence. ted? Can Appeals still return the newsistance to Appeals Officers in the course
Q-3 Does the prohibition on ex parte material to the originating function for of their duties. Appeals Officers are cau-
communications change the criteria for review and comment? tioned, however, that while they may ob-
premature referrals? A-6 There is no change to existing procetain legal advice from the Office of Chief
A-3 As a general rule, there is no changéures. The principles in IRM 8.2.1.2.2 reCounsel, they remain responsible for in-
to current procedures. In essence, RR#ain in effect. The originating functiondependent evaluation of the strengths and
98 reinforces the instructions in Internathould be given the opportunity to timelyweaknesses of specific issues or positions
Revenue Manual 8.2.1.2 and reaffirmseview and comment on significant newn the case, or of the case as a whole, and
Appeals’ role as the settlement arm of theaformation presented by the taxpayerfor making independent judgments con-
Service. If a case is not ready for Appeal&Significant new information” is informa- cerning the hazards of litigation. The pro-
consideration, the Appeals Officer mayion of a non-routine nature which, in thehibition on ex parte communications will
return it for further development or forjudgment of the Appeals Officer, mayhave no impact on the procedures in Rev.
other reasons described in IRM 8.2.1.Zhave had an impact on the originatindg’roc. 87-24, 1987-1 C.B. 720, or subse-
The Appeals Officer may communicatefunction’s findings or which may impact quent procedures relating to the adminis-
with Examination regarding the antici-on the Appeals Officer’s independentration of the Appeals process for cases
pated return of the case to the originatingvaluation of the litigating hazards.docketed in the United States Tax Court.
function, but may not engage in a discussenerally, the review can be accom@-8 Appeals is required to submit cer-
sion of the strengths and weaknesses pfished by sending the material to theéain cases to the Joint Committee on
specific issues or positions, or the case asiginating function while Appeals retainsTaxation for review. On occasion, the

a whole, as part of a discussion ojurisdiction of the case and proceeds witdoint Committee will question a settle-
whether the premature referral guidelinesesolution of other issues. However, if itment or raise a new issue. Are commu-

require further Examination activity. appears that important new information onications with the Joint Committee cov-
Q-4 Is there any change to the Appealsvidence was purposely withheld fromered by the ex parte communications
new issue policy? the originating function, the entire caserohibition?

A-4 No. New issues must continue teshould be returned to the originating funcA-8 No. The prohibition applies only to
satisfy the “material” and “substantial”’tion and jurisdiction relinquished pur-communications between the Appeals Of-
tests of IRM 8.6.1.4 and succeeding sesuant to IRM 8.2.1.2.2(3). The taxpayerficer and other Internal Revenue Service
tions. The prohibition against ex partgepresentative must be notified when amployees.

communications does not affect Appealstase is returned to the originating functiol®-9 Does the prohibition on ex parte
existing policy about raising new issues ior new material not available during ini-communications have any impact on the
Appeals. However, any new issue mudial consideration has been sent to theequirement that ISP issues in cases in
first satisfy Appeals’ new issue policy. Iforiginating function. The results of theAppeals jurisdiction be reviewed and ap-
discussions with the originating functionoriginating function’s review of the new proved by the Appeals ISP Coordinator?
are needed in order to evaluate thimformation will be communicated to theA-9 No. Existing procedures for review
strengths and weaknesses of the possilibexpayer/representative. and approval remain in place. The Ap-
new issue, the taxpayer/representativ®@-7 Does the prohibition on ex parte peals ISP Coordinator serves as a re-
must be given an opportunity to partici-communications have any impact on thesource person for all Appeals Officers.
pate in such discussions. Appeals wiltelationship between Appeals and Coun-The purpose of the review is to ensure
continue to follow the principles of Policy sel? consistency of settlements and adherence
Statement P-8-49 and the “GeneraA-7 Chief Counsel is the legal adviser tdo approved settlement guidelines. Com-
Guidelines” outlined in IRM 8.6.1.4.2 inthe Commissioner of Internal Revenuenunications between the Appeals Officer
deciding whether or not to raise a nevand his or her officers and employees oand the Appeals ISP Coordinator are en-
issue. all matters pertaining to the administratirely internal within Appeals, and conse-
Q-5 May Appeals Officers continue totion and enforcement of the internal revguently, the ex parte communications pro-
have ongoing communication with the enue laws and related statutes. Chidibition does not apply.

originating function during the course Counsel’'s authority encompasses the pr@-10 Delegation Order 247 gives Exam-
of an appeal? vision of comprehensive legal advice tdnation case managers limited settlement
A-5 The prohibition on ex parte commu{RS employees, including employees irauthority to resolve ISP coordinated is-
nications will affect the manner in whichthe Appeals organization, relating to thsues which have Appeals Settlement
Appeals has traditionally operated duringnforcement and administration of suclGuidelines, provided that they secure the
the course of the appeal. The Appeals Ofaws. The prohibition on ex parte com+eview and approval of both the Exami-
ficer must give the taxpayer/representanunication does not preclude Chiehation and Appeals ISP Coordinators.
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Would such communications constitute Appeals Officer, however, may not enService will delay scheduling a meeting
a violation of the ex-parte communica- gage in discussions of the strengths arfdr a protracted period of time to accom-
tions prohibition? weaknesses of the issues and positions imodate the taxpayer/representative. Facts
A-10 No. The purpose of the review is tdhe case, which would appear to comprand circumstances will govern what con-
ensure that the resolution by Examinatiomise the Appeals Officer’s independencestitutes a reasonable delay.

fits within the guidelines developed byAny discussion of the strengths and wealk®-16 What if the taxpayer/representa-
Appeals and that the application of theesses relating to the proposed action réve declines to participate or seeks to
guidelines is consistent. The role of theuires that the taxpayer/representative lelay the meeting/conference call be-
Appeals ISP coordinator is directive ingiven an opportunity to participate in theyond a reasonable time?

nature and has no impact on the indepediscussion. Section 3401 of RRA 98, reA-16 The Appeals Officer should docu-
dence of Appeals Officers. garding due process in IRS collection aoment the taxpayer/representative’s decli-
Q-11 Does the prohibition on ex partetions, states that at a hearing, the Appeatstion or the reason for proceeding in the
communications come into play in the Officer must obtain verification “that the absence of the taxpayer/representative.
context of meetings which include repre-requirements of any applicable law or adThis could be accomplished by an entry in
sentatives from Appeals, Counsel, Collecministrative procedure have been met.the Case Activity Record and a letter to
tion and Examination (ACCE meetings), Communications seeking to verify com-+the taxpayer/representative.

industry wide ISP coordination meetings, pliance with legal and administrative re-Q-17 The IRM provides for computa-
or meetings of Compliance Councils or quirements are similar to the general ational review within 120 days of a team
the Large Case Policy Board? clarifying inquiries discussed in A-2case being assigned. If this review re-
A-11 Meetings of this type may includeabove. Therefore, such communicationgeals computational errors affecting the
general discussions of how to handlare not subject to the prohibition on exroposed tax liability, can the Appeals
technical issues or procedural matters, bparte communications. Officer discuss these errors with Exami-
these discussions are generally not ca§e13 Does the prohibition on ex parte nation without violating the prohibition
specific. Therefore, the prohibition on excommunications have any impact on Ap-on ex parte communications?

parte communications would not applypeals Officer communications with the A-17 If the error involves the interpreta-
Similarly, the prohibition would not apply Office of the National Taxpayer Advo- tion of a legal principle or application of
to discussions relating to cases which amate (ONTA) on an open case? the law to a particular set of facts, the tax-
not under Appeals jurisdiction. HoweverA-13 Communications by an Appeals Offi-payer/representative should be afforded
if a case-specific discussion arises on eer with the ONTA that are initiated by thethe opportunity to participate in any
case which is open in Appeals jurisdicONTA are not subject to the prohibitionscheduled meetings with Examination to
tion, the discussion should be postponetiecause the Appeals Officer may assuntiscuss the discrepancy. In such cases,
Appeals must provide the taxpayer/reprethat the ONTA is acting at the request, anthere may be instances where the best ap-
sentative with an opportunity to partici-with the consent, of the taxpayer. proach is for Appeals to return the case to
pate when an Appeals Officer engages iQ-14 Is the prohibition on ex parte com- Examination for further development and
any case-specific discussion with thenunications limited to oral communica- correction. However, if the discrepancy
originating office which addresses thdions? is purely mathematical, any discussion
strengths and weaknesses of an issue &+14 No. The prohibition is not limited would likely be informational only, and
position in a specific case that is open ito oral communications. It applies to anyo violation of the prohibition is likely.
Appeals jurisdiction. form of communication, oral or written Both the taxpayer/representative and Ex-
Q-12 Does the ex parte communicationgmanually or computer generated). amination would be advised before a
prohibition apply to Appeals considera- Q-15 Several responses in this documathematical correction is made.

tion of cases which originated in the Col- ment refer to the taxpayer/representativeQ-18 What impact does the prohibition
lection function, e.g., collection due being given an “opportunity to partici- on ex parte communications have on
process (CDP) appeals, collection appate.” What does this phrase mean?  pre- conference meetings with Examina-
peals program (CAP) cases, offers inA-15 It means that the taxpayer/represerion on team cases?

compromise, trust fund recovery penaltytative will be given a reasonable opportuA-18 This is clearly a situation where the
cases, etc.? nity to attend a meeting or be a participanhtended communications could appear to
A-12 Yes. The principles discussed in Ain a conference call with the Appeals Ofcompromise the independence of Appeals
2, A-5 and A-6 above apply to discussionficer and the originating function whenOfficers. Pre-conference meetings should
between Appeals Officers and Collectiorthe strengths and weaknesses of issuesrmt be held unless the taxpayer/representa-
Division employees. The Appeals Officelpositions in the taxpayer’s case are digive is given the opportunity to participate.
may inquire about how the originatingcussed. The taxpayer/representative wi)-19 Does the prohibition on ex parte
function reached its decision and the marbe notified of a scheduled meeting or consommunications apply to post-settlement
ner in which the law was applied if sucHerence call and invited to participate. Iiconferences with Examination?
information is not clear in the administrathe taxpayer/representative is unable tA-19 No. The post-settlement conference
tive file. The Appeals Officer may alsoparticipate at the scheduled time, reasomvith Examination is intended to inform
ask whether certain information was reable accommodations will be made td&Examination about the settlement of is-
qguested and whether it was received. Threschedule. This does not mean that tfeeies and to supply information that may
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be helpful in the examination of subseAct) was enacted on October 21, 1998inless the individual is certified as such
guent cycles. Appeals’ objective is to enAmong the Act’s provisions were (1) theby a designated local agency, usually a
sure that Examination fully understandsetroactive reenactment and extension atate employment security agency. Sec-
the settlement and the rationale for the reshe Work Opportunity Tax Credittion 51(d) of the Code; Notice 96-52,
olution. In addition, the conference pro{WOTC) under section 51 of the Internall996—-2 C.B. 218; and Notice 97-54,
vides an opportunity for Appeals to dis-Revenue Code, and (2) the extension df997-2 C.B. 306.

cuss with Examination the application othe Welfare-to-Work (WtW) Tax Credit  Section 52(c) of the Code provides that
Delegation Orders 236 and 247 (i.e., setinder section 51A of the Code. This nothe WOTC generally is not available to
tlement by Examination consistent withtice briefly describes the two credits anény organization that is exempt from tax.
prior Appeals settlement or ISP settlemertlarifies their operation where an individ- The Act retroactively reenacted and ex-
guidelines) to issues settled by Appealsial is employed by more than one emtended the WOTC to June 30, 1999.
Because the tax periods before Appealdoyer in the process of moving from wel-

have been finalized, discussion of the regare to work. Substantive Requirements for the Wtw
olution of issues present in those periods Treasury and the IRS understand thatex Credit

does not jeopardize the independence eimilar questions may arise when individ-
Appeals. As long as there is no discussiamls who are members of other targeted
of new issues not previously consideredroups (such as qualified veterans and Section 51A of the Code provides a tax
by Appeals, the post-settlement commungualified ex-felons) move from one em—redit to employers that hire individuals
cation is not subject to the prohibition orployer to another. Although this noticeyho are Long-Term Family Assistance
ex parte communications. focuses primarily on certain former wel-Recipients, as defined in section 51A(c).
Q-20 Does the prohibition on ex partefare recipients, the analysis set forthrhe amount of the WtW tax credit differs
communications alter existing proce- herein applies to members of any targetegym the WOTC. The WtW tax credit is

In general

dures for handling claims filed late in group. 35 percent of qualifying first-year wages

the Appeals process? Back d and 50 percent of qualifying second-year
A-20 There is no change to existing pro>2ckgroun wages of up to $10,000. Sections 51A(a)
cedure. The claim should be referred tg,pstantive Requirements for the and (b)(4).

the originating function with a request forny,o1c “Qualified-first year wages” are wages

expedited examination. Because such a attributable to service rendered during the
referral is in the nat_ure of a ministerial act In general one-year period beginning on the day the
and involves no discussion by Appeals Section 51 of the Code provides a taldividual begins work for the employer.

with Examination about the strengths and i . "
eaknesses of the issue. the efeg al is neiedit to employers who hire individuals Qualified second-year wages” are wages
WeaKknesses Issue, the reterral1s n : - @ttributable to service rendered during the

subject to the prohibition belonging to one of the eight targete ; e
' groups set forth in section 51(d). Thé&ne-year period beginning on the day

SECTION 4. EFFECTIVE DATE credit generally equals 40 percent of quaffter the last day of the one-year period

Thi dure is effective f ified first-year wages up to $6,000 forlOF me"asuri_ng “qualified first-year
IS révenue procedure IS efiecive 10 igeq \workers who work at least 4ogvages.” Section 51A(b) of the Code. For

communications between Appeals Offiy |\ i the first year (for a maximumPurposes of the Wtw tax credit (although

IC&edit of $2,400 per certified worker).not for the WOTC), wages include certain

cers and other Internal Revenue Servi
employees which take place after the daig, ;s 51(a) and (b). The credit pet@x-exempt amounts relating to accident
this revenue procedure is published in th entage is reduced to 25 percent for cer@@nd health coverage, educational assis-

Internal Revenue Bulletin in final form. fied workers who work at least 120 houréance programs, and dependent care assis-

DRAFTING INFORMATION but less than 400 hours. Section 51(i)(3)tance programs. Section' 51A(p)(5)- The
o ' “Qualified first-year wages” are wagesmaximum Wtw tax credit for first-year
The principal author of this revenueatriputable to services rendered during/ages is $3,500 and for second-year

procedure is David M. Geber of the Ofthe one-year period beginning on the dat¥ages is $5,000. Section 51A(a).

fice of Corporate and Individual Incomehe individual begins to work for the em- A Long-Term Family Assistance Re-

Tax, National Office Appeals. For furtherp|oyer_ Section 51(b) of the Code. cipient is an individual whom the desig-

information regarding this revenue proce- qualified IV-A Recipients constitute nated local agency certifies as belonging

dure, contact Mr. Geber at (202) 694yne of the eight targeted WOTC groups. An one of the following groups:

1827 (not a toll free number). Qualified IV-A Recipient is a member of a (a) members of a family that have re-

family that receives assistance under a ceived family assistance under a State

. State plan approved under part A of Title plan approved under part A of title IV

Work Opportunlty_ and Welfare- IV of the Social Security Act (relating to  of the Social Security Act for at least 18

to-Work Tax Credits assistance for needy families with minor consecutive months ending on the hir-

: children) for any nine months during the ing date;

Notice 99-51 18-month period ending on the hiring date. (b) members of a family that have re-
The Tax and Trade Relief Extension For purposes of the credit, an individ- ceived family assistance for a total of at

Act of 1998, Pub. L. No. 105-277 (theual is not a member of a targeted group least 18 months (whether or not con-
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secutive) beginning after August 5the individual was working for anotherfor services rendered during the one-year
1997, who are hired by the employeemployer immediately before the hiringperiod commencing on January 1, 1999,
after February 5, 1999, and who have date and even if that other employethe day A begins to work for Y.
hiring date which is not more than twoclaimed the same credit for all or part of Example 2: The facts are the same as
years after the end of the earliest sucine wages paid to the individual. How4in Example 1, except that A works for X
18-month period; or ever, a successor employer or a secoffigr 12 months, and Y hires A on October
(c) members of a family that cease aftesmployer that is part of the same conl, 1999. On the day Y hires A, Ais not a
August 5, 1997, to be eligible for fam-trolled group of businesses generally igualified IV-A recipient for purposes of
ily assistance by reason of a limitatiortreated as a continuation of the first emthe WOTC, because A's family only re-
imposed by Federal or State law on thployer. Sections 51(k), 51A(d) and 52(ayeived assistance under a qualified IV-A
maximum period such assistance caand (b) of the Code. program for six of the 18 months preced-
be paid and who have a hiring date For WOTC purposes, as noted abovéng the October 1, 1999 hiring date.
which is not more than two years aftethe same analysis applies in the case of ifhus, Y may not claim the WOTC for any
the date of such cessation. dividuals other than Qualified IV-A Re- Wages that it pays to A.
Like the WOTC, the WtW tax credit cipients. In each case, employment by an Example 3: On October 1, 1998, Z, a
generally is not available to any organizaunrelated employer immediately prior tolaxable business, hires B. B’s family has
tion that is exempt from tax. Sectionthe hiring date does not preclude an indleen receiving assistance under a quali-

51A(d) of the Code. vidual from being a member of a targete(ﬁed IV-A program for the nine consecu-
The Act extended the WtW tax credit togroup if the individual can still meet thetive months ending on September 30,

June 30, 1999. applicable statutory requirements on thé998. B works for Z for three months,
o hiring date. and Z claims the WOTC with respect to
Coordination of the WOTC and wages paid to B. On January 1, 1999, Y, a
WW Tax Credit Examples taxable business, hires B. On the day Y

hires B, B is a qualified IV-A recipient for
urposes of the WOTC, because B’s fam-
has received assistance under a quali-

fed 1v-A program during nine of the pre-

In some instances, an individual meets The following examples illustrate the
the requirements both as a Qualified IV-Agpplication of these requirements wher
Recipient for purposes of the WOTC anén employee is employed by more tha
as a Long-Term Family Assistance Recipone employer while moving from welfare e ging 18 months. (In fact, B's family
lent for purposes of the WtW tax creditio work. has received such. assistam’:e for nine of
In any taxable year, an employer who For purposes of these examples, it ig,q preceding 12 months.) Y has no rela-
hires such an individual may choose t@ssumed that all of the applicable reqUirgionship to 7 Therefore. Y is not a suc-
claim either the WOTC or the WtW taXments for credit eligibility are met. cessor empléyer t0 Z and is not part of the
credit, but not both, with respect to that Example 1: On October 1, 1998, X, &ame controlled group of businesses as Z
employee. Section 51A(e) of the Codegharitable organization that is exempt, may claim the WOTC for up to $6,000 '
For a further discussion of the coordinafrom tax under section 501(a) of the Interaf the wages Y pays to B for serviceé ren-
tion of the WOTC and WtW tax credit, na] Revenue Code, hires A to participatgere during the one-year period com-

see Notice 97-54, supra. in a transition-to-work program. A's fam-mencing on January 1, 1999, the day B
Availability of Credits Where an lly has been receiving assistance underigygins to work for Y,

Individual Moves from Employer to qualified IV-A program for the nine con-  Example 4: The facts are the same as in
Employer while Moving from Welfare secutive months ending on September_3g,xamp|e 3, except that on January 1,
to Work 1998. A works for X for three months in1999, Y acquired from Z substantially all

the job training program. On January lef the property used in the trade or busi-
If an individual qualifies as a Qualified 1999, Y, a taxable business, hires A for gess in which Z employed B. As part of
IV-A Recipient and/or a Long-Term Fam-permanent job. On the day Y hires A, Aishe same transaction, Y became B's em-
ily Assistance Recipient on the hiringa qualified IV-A recipient for purposes ofployer. In the three months during which
date, the WOTC and/or WtW tax creditthe WOTC, because A's family has reB worked for Z, Z claimed the WOTC
as applicable, generally is available teeived assistance under a qualified 1V-Ayith respect to $4,000 of wages paid to B.
employers other than those described iprogram during nine of the preceding 1&ecause Y is a successor employer to Z,
section 52(c) of the Code, regardless aghonths. (In fact, A's family has receivedy is treated as a continuation of Z for pur-
any other circumstances applicable to theuch assistance for nine of the precedingpses of the WOTC. Thus, Y may claim
individual on that date. 12 months.) Y’s only relationship to X isthe WOTC only with respect to $2,000 of
For example, if the individual meetsthat it hires workers from X's transition-wages that Y pays to B for services ren-
the applicable statutory requirement$o-work program and occasionally makeslered during the nine-month period be-
(e.g., the nine out of 18-month requirecharitable contributions to X. Thereforeginning on January 1, 1999, the day B
ment for WOTC purposes or one of theY is not a successor employer to X and istarts to work for V.
requirements for purposes of the WtW taxot part of the same controlled group of Example 5: On March 1, 1999, X, a
credit) on the hiring date, the employebusinesses as X. Y may claim the WOT@haritable organization that is exempt
may claim the applicable credit even iffor up to $6,000 of the wages Y pays to Arom tax under section 501(a) of the
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Code, hires C to participate in its transiworkers from X’s transition-to-work pro- year period of employment with Z, Z may
tion-to-work program. C’s family re- gram and occasionally provides technicalect to claim the WOTC rather than the
ceived assistance under a qualified IV-Assistance to X. Therefore, Z is not a suWTW tax credit for wages paid to C. No-

program for the 18 consecutive monthsessor employer to X and is not part of théce 97-54, supra.)

beginning August 6, 1997, and endingame controlled group of businesses as X. | .

February 5, 1999. C participates in X'Z may claim the WtW tax credit both for Prafting Information

program for four months. On June 30up to $10,000 of the wages Z pays to C 1pe principal author of this Notice is

1999, Z, a taxable business, hires C. Chor services rendered during the one-yegs peort Wheeler, Office of Assistant Chief
the day Z hires C, C is a long-term familyperiod commencing on June 30, 1999, the, nsel (Employee Benefits and Exempt
assistance recipient for purposes of theay C begins to work for Z, and for up tOOrganizations). However, other person-
WtW tax credit, because C’s family has$10,000 of the wages Z pays to C for s€lza| from the IRS and Treasury Depart-
received assistance under a qualified I\wices rendered during the next one-yegfqnt participated in its development. For
A program for a total of 18 months beginperiod commencing on June 30, 2000. ¢ rther information regarding this Notice,

ning after August 5, 1997, C is hired by Z (Under the facts of this example 5, G.qntact Robert Wheeler at (202) 622-
after February 5, 1999, and C has a hiringlso is a qualified IV-A recipient for pur- 5560 (not a toll-free call).

date which is not more than two yeargoses of the WOTC. Thus, for any partic-
after the end of the 18-month period. Z'sllar taxable year of Z in which Z pays C
only relationship to X is that Z hiresfor services rendered during C’s first one-
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26 CFR 601.602: Forms and instructions.

(Also Part 1, sections 220, 408, 408A, 6041, 6041A, 6042, 6043, 6044, 6045, 6047, 6049, 6050A, 6050B, 6050D, 6050E, 806060EOE050P, 6050Q,
6050R, 6050S, 1.408-5, 1.408-7, 1.408A-7, 1.6041-1, 7.6041-1, 1.6042-2, 1.6042-4, 1.6044-2, 1.6044-5, 1.6045-1, 5{4D45-11604%-4, 1.6047-1,
1.6049-4, 1.6049-6, 1.6049-7, 1.6050A-1, 1.6050B-1, 1.6050D-1, 1.6050E-1, 1.6050H-1, 1.6050H-2, 1.6050J-1T, 1.6050N%}, 1.6050P—

Rev. Proc. 99-34
TABLE OF CONTENTS

PART ONE — GENERAL INFORMATION

Section 1.1 — Overview of Revenue Procedure 99-34 . ... .. .. e 451
Section 1.2 — Requirements for Acceptable Substitute Forms 1096, 1098, 1099, 5498, and W-2G .......... ... 454 .,
Section 1.3 — DefiNitioNS . . . .. e e ———— 456
Section 1.4 — Instructions for Preparing Paper Forms That Will Be Filed With the IRS (CopyA) ...............457
Section 1.5 — Substitute Statements to Form Recipients and Form Recipient Copies . ...................... 459

PART TWO — SPECIFICATIONS FOR SUBSTITUTE FORMS TO BE FILED WITH THE IRS (EXCEPT FORM W-2G)
Section 2.1 — SPECIfiCAtIONS . . . . . ..ot 464
PART THREE — SPECIFICATIONS FOR SUBSTITUTE FORM W-2G TO BE FILED WITH THE IRS

SeCHioN 3.1 — GeNEIAl . . . o e 467
Section 3.2 — Specifications for Copy Aof FOorm W-2G . . . ... ... .. .. 4BT

PART FOUR — ADDITIONAL INSTRUCTIONS FOR SUBSTITUTE FORMS 1098, 1099, 5498, AND W-2G

Section 4.1 —Copies B, C, D, 1, and 2 . ... ... i e 468
Section 4.2 — OMB ReQUIrEMENTS . . .. oot e e e e et e 469
Section 4.3 — Reproducible CopIES . .. ..ot e e ————— e 470
Section 4.4 — Effect on Other Revenue Procedures . . ...ttt immmmmmma .. 471

PART FIVE — EXHIBITS

Section 5.1 — Exhibits of Forms in the Revenue Procedure . . ... ...... .. .. 472

October 4, 1999 450 1999-40 I|.R.B.



Part 1
General Information

Section 1.1 - Overview of Revenue Procedure 99-34

1.1.1 Purpose The purpose of this revenue procedure is to set forth the 1999 requirements for:
* Using official Internal Revenue Service (IRS) forms to file information returns with the IRS,
» Preparing acceptable substitutes of the official IRS forms to file information returns with the IRS, anc
* Using official or acceptable substitute forms to furnish information to a recipient.

1.1.2 Which Forms This revenue procedure contains specifications for the following information returns:
Are Covered?

Form Title

1096 Annual Summary and Transmittal of U.S. Information Returns

1098 Mortgage Interest Statement

1098-E Student Loan Interest Statement

1098-T Tuition Payments Statement

1099-A Acquisition or Abandonment of Secured Property

1099-B Proceeds From Broker and Barter Exchange Transactions

1099-C Cancellation of Debt

1099-DIV Dividends and Distributions

1099-G Certain Government and Qualified State Tuition Program Payments

1099-INT Interest Income

1099-LTC Long-Term Care and Accelerated Death Benefits

1099-MISC Miscellaneous Income

1099-MSA Distributions From an MSA or Medicare+Choice MSA

1099-0ID Original Issue Discount

1099-PATR Taxable Distributions Received From Cooperatives

1099-R Distributions From Pensions, Annuities, Retirement or Profit-Sharing Plans,
IRAs, Insurance Contracts, etc.

1099-S Proceeds From Real Estate Transactions

5498 IRA Contribution Information

5498-MSA MSA or Medicare+Choice MSA Information

W-2G Certain Gambling Winnings
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1.1.3 Scope

1.1.4 For More
Information

October 4, 1999

For purposes of this revenue procedure, a substitute form or statement is one that is not printed by the
IRS. For a substitute form or statement to be acceptable to the IRS, it must conform to the official form
or the specifications outlined in this revenue procede.not submit any substitute forms or state-

ments to the IRS for approval. Privately printed forms may not state “This is an IRS approved form.”

Filers making payments to certain recipients during a calendar year are required by the Internal Revenue
Code (IRC) to file information returns with the IRS for these payments. These filers must also provide
this information to their recipients. In some cases, this also applies to payments receivBdctiSee

1.5for the specifications that apply to form recipient statements (generally Copy B).

In general, section 6011 of the IRC contains requirements for filers of information returns. A filer must
file information returns on magnetic media (including electronic filing) or on paper. A filer who is re-
quired to file 250 or more information returns of any one type during a calendar year must file those re-
turns on magnetic media.

Exception. Filers are not required to use magnetic media when filing 250 or more Forms 1098-E or
1098-T.

Although not required, small volume filers (fewer than 250 returns during a calendar year) and Form
1098-E and 1098-T filers may file the forms on magnetic media. See the legal requirements for filing in-
formation returns (and providing a copy to a payee) in the 1999 Instructions for Forms 1099, 1098, 5498,
and W-2G. In addition, sdeub. 1220,Specifications for Filing Forms 1098, 1099, 5498, and W- 2G
Magnetically or Electronically.

The IRS prints and provides the forms on which various payments must be reported. Alternatively, filers

may prepare substitute copies of these IRS forms and use such forms to report payments to the IRS.

* For copies of the official forms and the instruction booklet for the reporting year, call our toll-free num-
ber1-800-TAX-FORM (1-800-829-3676).

» The IRS operates a central call site in Martinsburg, WV, to answer questions related to information re-
turns, penalties, and backup withholding. Gak-263-870Monday through Friday 8:30 a.m. to 4:30
p.m. eastern time. The TTY/TDD numbeBi34-267-3367.
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1.1.5 Changes to the
Revenue Procedure

1999-40 |.R.B.

The following changes have been made to the Revenue Procedure and exhibits:
* Form 1099-G
1. The title was changed to “Certain Government and Qualified State Tuition Program Payments.”
2. Box 5, “Qualified state tuition program earnings,” was added.
e Form 1099-INT
1. Box 5, “Investment expenses,” was added.
2. Boxes 5 and 6 were renumbered 6 and 7.
e Form 1099-MSA
1. The title was changed to “Distributions From an MSA or Medicare+Choice MSA.”
2. Box 4 was added to report the account’s fair market value on the date of the account holder’s dea
3. Acheckbox for a Medicare+Choice MSA was added in new box 5.
4. New code 6 was added to the distribution codes in box 3 for a death distribution to a nonspouse
beneficiary from an MSA after the year of death.
* Form 1099-0OID
1. Box 6, “Original issue discount on U.S. Treasury obligations,” was added.
2. Box 7, “Investment expenses,” was added.
e Form 1099-R- The following changes were made to box 7:
1. Code J was changed to “Distribution from a Roth IRA.”
2. Code R, “Recharacterized IRA Contribution,” was added.
3. Codes B, C, and K were eliminated.
» Form 5498— The “Roth conv.” checkbox in box 6 was deleted and a new checkbox titled “Rechar.’
was added to identify recharacterized IRA contributions in a trustee-to-trustee transfer.
* Form 5498-MSA
1. The title was changed to “MSA or Medicare+Choice MSA Information.”
2. A“Medicare+Choice MSA” checkbox was added to box 6.
e The IRS mailing address in Section 1.2 has changed as follows:

Internal Revenue Service

Attn; Substitute Forms Program
OP:FS:FP:F.CD
1111Constitution Ave., NW
Room 5244 IR

Washington, DC 20224

e The Information Reporting Program Bulletin Board System (IRP-BBS) is no longer available and hz
been deleted frorBections 1.1and4.3.
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Section 1.2 — Requirements for Acceptable Substitute Forms 1096, 1098, 1099, 5498, and W-2G

1.2.1 Introduction

1.2.2 Copy A

October 4, 1999

Paper substitutes for Form 1096 and Copy A of Forms 1098, 1099, 5498, and W-2G that totally conform
to the specifications listed in this revenue procedure may be privately printed and filed as returns with the
IRS. The reference to the Department of the Treasury - Internal Revenue Service should be included on
all such forms. If you are uncertain of any specification and want it clarified, you may submit a letter cit-
ing the specification, stating your understanding and interpretation of the specification, and enclosing an
example of the form (if appropriate) to:

Internal Revenue Service

Attn: Substitute Forms Program
OP:FS:FP:F.CD
1111Constitution Ave., NW
Room 5244 IR

Washington, DC 20224

Note: Allow at least 45 days for the IRS to respond.

Forms 1096, 1098, 1099, 5498, and W-2G are subject to annual review and possible change. Therefore,
filers are cautioned against overstocking supplies of privately printed substithesspecifications
contained in this revenue procedure apply to 1999 forms only.

Proposed substitutes for Copy A that do not conform to the specifications in this revenue procedure are
not acceptable. Further, if you file such forms with the IRS, you may be subject to a penalty for failure to
file an information return under section 6721 of the IRC. Generally, the penalty is $50 for each failure to
file a form (up to $250,000) that the IRS cannot accept as a return because it does not meet the provisions
in this revenue procedure. No IRS office is authorized to allow deviations from this revenue procedure.
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1.2.3 Copy B and Copies B and Copies C of the following forms must contain the informatiGedtion 1.5to be con-
Copy C sidered a “statement” or “official form” under the applicable provisions of the IRC. The format of this in-
formation is at the discretion of the filer with the exception of the location of the tax year, form numbe
form name, and the information for composite Form 1099 statements as outlineSeaaotiens 1.5.3
and 1.5.8.

Copy B of the following forms are:

Form Recipient

1098 For Payer

1098-E; 1099-A For Borrower

1098-T For Student

1099-C For Debtor

1099-LTC For Policyholder

1099-S For Transferor

All other Forms 1099 For Recipient

Forms 5498; 5498-MSA For Participant

Forms W-2G; 1099-R (These forms may require Copy B to be attached to the Federal in-
come tax return.)

Copy C of the following forms are:

Form Recipient

1099-LTC For Insured

1099-R For Recipient’s Records
W-2G For Winner's Records

Note: On Copy C, Form 1099-LTC, you may reverse the locations of the policyholder’s and the insured’s name, street address,
state, and ZIP code for easier mailing.
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Section 1.3 - Definitions

1.3.1 Form Recipient

1.3.2 Filer

1.3.3 Substitute Form

1.3.4 Substitute Form
Recipient Statement

1.3.5 Composite
Substitute Statement

October 4, 1999

Form recipientmeans the person to whom you are required by law to furnish a copy of the official form
or information statement. The form recipient may be referred to by different names on various Forms
1099 and related forms (“payer/borrower,” “borrower,” “student,” “debtor,” “policyholder,” “insured,”
“transferor,” “payment recipient,” “participant,” or, in the case of Form W-2G, the “winner”). S8ee
tion 1.2.3earlier.

Filer means the person or organization required by law to file a form listekiiion 1.1.2vith the IRS.

As outlined earlier, a filer may be a payer, creditor, recipient of mortgage or student loan interest pay-
ments, educational institution, broker, barter exchange, person reporting real estate transactions, trustee
or issuer of any individual retirement arrangement or medical savings account, or lender who acquires an
interest in secured property or who has reason to know that the property has been abandoned.

Substitute fornrmeans a paper substitute of Copy A of an official form listegiction 1.1.2hat totally
conforms to the provisions in this revenue procedure.

Substitute form recipient statemenineans a paper statement of the information reported on a form
listed inSection 1.1.2hat must be furnished to a person (form recipient), as defined under the applicable
provisions of the IRC and the applicable regulations.

Composite substitute statememteans one in which two or more required statements (e.g., Forms
1099-INT and 1099-DIV) are furnished to the recipient on one document. However, each statement must
be designated separately and must contain all the requisite Form 1099 information except as provided
underSection 1.5.A composite statememnbay not be filed with the IRS.
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Section 1.4 - Instructions for Preparing Paper Forms That Will Be Filed With the IRS (Copy A)

1.4.1 Recipient

Information

1.4.2 Account
Number Box

1999-40

I.R.B.

The form recipient’s name, street address, city, state, and ZIP code information shtypeder
machine printed in black ink in the same format as shown on the official IRS form. Although hand-
written forms will be accepted, the IRS prefers that filgpe tor machine print data entries. Also, filers
should insert data in thmiddle of blocks well separated from other printing and guidelines, and take
measures to guarantee clear, dark black, sharp images. Carbon copies and photocopies are not accep
The city, state, and ZIP code must be on the same line.

The following rules apply to the form recipient’s name(s):

» The name of the appropriate form recipient must be shown on the first or second name line in the a
provided for the form recipient’s name.

* No descriptive information or other name may precede the form recipient’s name.

» Onlyoneform recipient’s name may appear on the first name line of the form.

« If the multiple recipients’ names are required on the form, enter on the first name line the recipie
name that corresponds to the recipient taxpayer identification number (TIN) shown on the form. Pla
the other form recipients’ names on the second name line (only 2 name lines are allowable).

Because certain states require that trust accounts be provided in a different format, generally filers sho
provide information returns reflecting payments to trust accounts with the:

 Trust’'s employer identification number (EIN) in the recipient’s TIN area,

» Trust’s name on the recipient’s first name line, and

» Name of the trustee on the recipient’s second name line.

You should use the account number box for an account number designation. This number must |
appear anywhere else on the form, and this box may not be used for any other item.

Showing the account number is optional. However, it may be to your benefit to include the recipient’s a
count number or designation on paper documents if your recordkeeping system uses for identificati
purposes the account number or designation in conjunction with, or instead of, the name, social secu
number, or employer identification number.

If you furnish the account number, the IRS will include it in future notices to you about backup withhold
ing. If you use window envelopes and a reduced rate to mail statements to recipients, be sure the acc
number does not appear in the window. Otherwise, the Postal Service may not accept them for mailin
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1.4.3 Specifications
and Restrictions

1.4.4 Where To File

October 4, 1999

Machine-printed forms should be printed using a 6 lines/inch option, and should be printed in 10 pitch
pica (10 print positions per inch) or 12 pitch elite (12 print positions per inch). Proportional spaced fonts
are unacceptable. Substitute forms prepared in continuous or strip form must be burst and stripped to con-
form to the size specified for a single sheet before they are filed with the IRS. The size speetiadt

include pinfeed holes.Pinfeed holesnust not be present on forms filed with the IRS.

DO NOT:

Use a felt tip marker. The machine used to “read” paper forms generally cannot read this ink type.

Use dollar signs ($), ampersands (&), asterisks (*), commas (,), or other special characters in the num-
bered money boxes.

Exception. Use decimal points to indicate dollars and cents (e.g., 2000.00 is acceptable).

Fold Forms 1096, 1098, 1099, or 5498 mailed to the IRS. Mail these forms flat in an appropriately
sized envelope or box. Folded documents cannot be readily moved through the machine used in IRS
processing.

Staple Forms 1096 to the transmitted returns. Any staple holes near the return code number may impair
the IRS’s ability to machine scan the type of documents.

Type other information on Copy A.

Cut or separate the individual forms on the sheet of forms of Copy A (except Forms W-2G).

Mail completed paper forms to the IRS service center shown on the back of Form 1096 and in the 1999
Instructions for Forms 1099, 1098, 5498, and W-2G Specific information needed to complete the
forms in this revenue procedure is given in those instructions. A chart is included in those instructions
giving a quick guide to which form must be filed to report a particular payment.
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Section 1.5 - Substitute Statements to Form Recipients and Form Recipient Copies

1.5.1 Introduction

1.5.2 Substitute
Statements to
Recipients for Certain
Forms 1099-INT and
1099-DIV, and for
Forms 1099-0OID

and 109-PATR

1999-40 |.R.B.

If you do not use the official IRS form to furnish statements to recipients, you must furnish an acceptak
substitute statement. To be acceptable, your substitute statement must comply with the rules in this ¢
tion. In general, see Regulations sections 1.6042—4, 1.6044-5, 1.6049-6, and 1.6050N-1 to determine |
certain statements must be provided to recipients (statement mailing requirements for most Forms 10
DIV and 1099-INT, all Forms 1099-OID and 1099-PATR, and Form 1099-MISC or 1099-S for royalties).

Note: A trustee of a grantor-type trust may choose to file Forms 1099 and furnish a statement to tt
grantor under Regulations sections 1.671-4(b)(2)(iii)) and (b)(3)(ii)). The statement required by thos
regulations is not subject to the requirements outlined in this section.

The rules in this section apply to Form 1099-INT (except for interest reportable under section 6041
1099-DIV (except for section 404(k) dividends), 1099-OID, and 1099-PATR. You may furnish form
recipients with Copy B of the official Form 1099 or a substitute Form 1099 (form recipient statement) i
it contains the same language as the official IRS form (such as aggregate amounts paid to the fc
recipient, any backup withholding, the name, address, and TIN of the person making the return, and ¢
other information required by the official form). Information not required by the official form should not
be included on the substitute form except state income tax withholding information.

You may enter a total of the individual accounts listed on the form only if they have been paid by tr
same payer. For example, if you are listing interest paid on several accounts by one financial instituti
on Form 1099-INT, you may also enter the total interest amount. You may also enter a date next to"
corrected box if that box is checked.

A substitute form recipient statement for Forms 1099-INT, 1099-DIV, 1099-0OID, or 1099-PATR must
comply with the following requirements:

1. Box captions and numbers that are applicable must be clearly identified, using the same wording ¢
numbering as on the official form.

Note: For Form 1099-INT, if box 3 is not on your substitute form, you may drop “not included in box
3" from the box 1 caption.

2. The form recipient statement must contain all applicable form recipient instructions provided on th
front and back of the official IRS form. Those instructions may be provided on a separate sheet
paper.

3. The form recipient statement must contain the following in bold and conspicuous type:

This important tax information and is being furnished to the Internal Revenue Service. If
you are required to file a return, a negligence penalty or other sanction may be imposed on
you if this income is taxable and the IRS determines that it has not been reported.

4. The box captiorfFederal income tax withheld” must be in boldface type on the form recipient
statement.

5. The form recipient statement must contain the Office of Management and Budget (OMB) number «
shown on the official IRS form. See Part 4.

6. The form recipient statement must contain the tax year (e.g., 1999), form number (e.g., Form 10¢
INT), and form name (e.g., Interest Income) of the official IRS Form 1099. This information must be
displayed prominently together in one area of the statement. For example, the tax year, form numt
and form name could be shown in the upper right part of the statement. Each copy must be appro
ately labeled (such as Copy B, For Recipient). See Part 4 for applicable labels and arrangemen
assembly of forms.

Note: Do notinclude the words “Substitute for” or “In lieu of” on the form recipient statement.

7. Layout and format of the form is at the discretion of the filer. However, the IRS encourages the u:
of boxes so that the statement has the appearance of a form and can be easily distinguished f
other nontax statements.

8. Each recipient statement must include the direct access telephone number of an individual who ¢
answer questions about the statemevitu must include the telephone number conspicuously
anywhere on the recipient statement.

9. Until new regulations are issued, the IRS will not assess penalties for use of a logo (e.g., the name
the payer in any typeface, font, or style, and/or a symbolic icon) or slogan on a recipient statement
the logo or slogan is used by the payer in the ordinary course of its trade or business. In addition, |
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1.5.3 Composite
Substitute Statements
for Certain Forms
1099-INT, 1099-DlV,
1099-MISC, and
1099-S, and for Forms
1099-0OID and
1099-PATR

1.5.4 Substitute
Statements to
Recipients for Certain
Forms 1098, 1099,
5498, and W-2G

October 4, 1999

of the logo or slogan must not make it less likely for a reasonable payee to recognize the importance
of the statement for tax reporting purposes.

10. A mutual fund family may state separately on one document (e.g., one piece of paper) the dividend
income earned by a recipient from each fund within the family of funds as required by Form 1099-
DIV. However, each fund and its earnings must be stated separately. The form must contain an in-
struction to the recipient that each fund’s dividends and name, not the name of the mutual fund fam-
ily, must be reported on the recipient’s tax retufime form cannot contain an aggregate total of
all funds. In addition, a mutual fund family may furnish a single statement (as a single filer) for
Forms 1099-INT, 1099-DIV, and 1099-OID information. Each fund and its earnings must be stated
separately. The form must contain an instruction to the recipient that each fund’s earnings and name,
not the name of the mutual fund family, must be reported on the recipient’s tax réherform
cannot contain an aggregate total of all funds.

A composite form recipient statement is permitted for reportable payments of interest, dividends, original
issue discount, patronage dividends, and royalties (Forms 1099-INT (except for interest reportable under
section 6041), 1099-DIV (except for section 404(k) dividends), 1099-MISC or 1099-S (for royalties
only), 1099-0ID, or 1099-PATR) when one payer is reporting more than one of these payments during a
calendar year to the same form recipient. Generally, do not include any other Form 1099 information
(e.g., 1098 or 1099-A) on a composite statement with the information required on the forms listed in the
preceding sentence.

Exception. A filer may include Form 1099-B information on a composite form with the forms listed
above.

Although the composite form recipient statement may be on one sheet, the format of the composite form
recipient statement must satisfy the following requirements in addition to the requirements listed earlier
in Section 1.5.2.

1. All information pertaining to a particular type of payment must be located and blocked together on the
form and separate from any information covering other types of payments included on the form. For
example, if you are reporting interest and dividendsFibren 1099-INT information must be pre-
sented separately from tRerm 1099-DIV information.

2. The composite form recipient statement must prominently display the tax year, form number, and
form name of the official IRS form together in one area at the beginning of each appropriate block of
information.

3. Any information required by the official IRS forms that would otherwise be repeated in each informa-
tion block is required to be listed only once in the first information block on the composite form. For
example, there is no requirement to report the name of the filer in each information block. This rule
does not apply to any money amounts (e.g., Federal income tax withheld) or to any other information
that applies to money amounts.

4. A composite statement is an acceptable substitute only if the type of payment and the recipient’s tax
obligation with respect to the payment are as clear as if each required statement were furnished sepa-
rately on an official form.

Statements to form recipients for Forms 1098, 1098-E, 1098-T, 1099-A, 1099-B, 1099-C, 1099-G,
1099-LTC, 1099-MISC, 1099-MSA, 1099-R, 1099-S, 5498, 5498-MSA, W-2G, 1099-DIV (only for
section 404(k) dividends reportable under section 6047), and 1099-INT (only for interest of $600 or more
made in the course of a trade or business reportable under section 6041) can be copies of the official
forms or an acceptable substitute. To be acceptable, a substitute form recipient statement must meet the
following requirements.

1. The tax year, form number, and form name must be the same as the official form and must be dis-
played prominently together in one area on the statement. For example, they may be shown in the
upper right part of the statement.

2. The filer’'s and the form recipient’s identifying information required on the official IRS form must be
included.

3. Each substitute recipient statement for Forms W-2G, 1098, 1098-E, 1098-T, 1099-A, 1099-B, 1099-
DIV, 1099-G (excluding state and local income tax refunds), 1099-INT, 1099-LTC, 1099-MISC (ex-
cluding fishing boat proceeds), 1099-OID, 1099-PATR, and 1099-S must include the direct access
telephone number of an individual who can answer questions about the statéouentay include
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10.

11.

the telephone number conspicuously anywhere on the recipient stateme#tithough not required,
payers reporting on Forms 1099-C, 1099-MSA, 1099-R, 5498, and 5498-MSA are encouraged to fl
nish telephone numbers.

. All applicable money amounts and information, including box numbers, required to be reported to th

form recipient must be titled on the form recipient statement in substantially the same manner as thc
on the official IRS form. The box capti6Rederal income tax withheld” must be in boldface type

on the form recipient statement.

Exception. If you are reporting a payment as “Other income” in box 3 of Form 1099-MISC, you may
substitute appropriate language for the box title. For example, for payments of accrued wages &
leave to a beneficiary of a deceased employee, you might change the title of box 3 to “Beneficia
payments” or something similar.

Note: You cannot make this change on Copy A.

. You must provide appropriate instructions to the form recipient, similar to those on the official IRS

form, to aid in the proper reporting on the form recipient’s income tax return. For payments reporte
on Form 1099-B, the requirement to include instructions substantially similar to those on the officie
IRS form may be satisfied by providing form recipients with a single set of instructions for all Forms
1099-B statements required to be furnished in a calendar year.

Note: If Federal income tax is withheld and shown on Form 1099-R or W-2G, Copy B and Copy (
must be furnished to the recipient. If Federal income tax is not withheld, only Copy C of Form 109¢
R or W-2G must be furnished. However, for Form 1099-R, instructions similar to those on the back
the official Copy B and Copy C of Form 1099-R must be furnished to the recipient. For convenienc
you may choose to provide both Copies B and C of Form 1099-R to the recipient.

. If you use carbon to produce recipient statements, the quality of the carbon must meet the followil

standards:

 All copies must belearly legible,

 All copies must be able to be photocopied, and

» Fading must not diminish legibility and the ability to photocopy.

In general, black chemical transfer inks are preferred, but other colors are permitted if the above st:
dards are met. Hot wax and cold carbon spots are not permitted on any of the internal form plies. T
back of a mailer top envelope ply may contain these spots.

. Amutual fund family may state separately on one document (e.g., one piece of paper) the Form 10

B information for a recipient from each fund as required by Form 1099-B. However, the gross prc
ceeds, etc., from each transaction within a fund must be stated separately. The form must contair
instruction to the recipient that each fund’s (not the mutual fund family’s) name and amount must t
reported on the recipient’s tax return. The form cannot contain an aggregate total of all funds.

. You may use a Uniform Settlement Statement (under the Real Estate Settlement Procedures Ac

1974 (RESPA)) for Form 1099-S. The Uniform Settlement Statement is acceptable as the writts
statement to the transferor if you include the legend for Form 1099-S below and indicate which info
mation on the Uniform Settlement Statement is being reported to the IRS on Form 1099-S.

. For reporting state income tax withholding and state payments, you may add an additional box(es)

recipient copies as appropriate.

Note: You cannot make this change on Copy A.

On Copy C of Form 1099-LTC, you may reverse the location of the policyholder’'s and the insured
name, street address, city, state, and ZIP code for easier mailing.

Logos are permitted on substitute recipient statements for the forms listed in this €&etton
1.5.4).
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1.5.5 Required
Legends for
Forms 1098

1.5.6 Required
Legends for Forms
1099 and W-2G

October 4, 1999

Form 1098 recipient statements must contain the following legends:

* Form 1098

1.“The information in boxes 1, 2, and 3 is important tax information and is being furnished to the In-
ternal Revenue Service. If you are required to file a return, a negligence penalty or other sanction
may be imposed on you if the IRS determines that an underpayment of tax results because you over-
stated a deduction for this mortgage interest or for these points or because you did not report this re-
fund of interest on your return.”

2. “Caution: The amount shown may not be fully deductible by you. Limits based on the loan amount
and the cost and value of the secured property may apply. Also, you may only deduct interest to the
extent it was incurred by you, actually paid by you, and not reimbursed by another person.”

e Form 1098-E- “This is important tax information and is being furnished to the Internal Revenue Ser-
vice. If you are required to file a return, a negligence penalty or other sanction may be imposed on you
if the IRS determines that an underpayment of tax results because you overstated a deduction for stu-
dent loan interest.”

e Form 1098-T - “This is important tax information and is being furnished to the Internal Revenue Ser-
vice.”

Forms 1099 and W-2G recipient statements must contain the following legends:

e Forms 1099-A and 1099-G- “This is important tax information and is being furnished to the Internal
Revenue Service. If you are required to file a return, a negligence penalty or other sanction may be im-
posed on you if taxable income results from this transaction and the IRS determines that it has not been
reported.”

Forms 1099-B, 1099-DIV, 1099-G, 1099-INT, 1099-MISC, 1099-0OID, 1099-PATR, and W-2G
(Copy C) — “This is important tax information and is being furnished to the Internal Revenue Service.
If you are required to file a return, a negligence penalty or other sanction may be imposed on you if this
income is taxable and the IRS determines that it has not been reported.”

Form W-2G (Copy B)— “This information is being furnished to the Internal Revenue Service. Report
this income on your Federal tax return. If this form shows Federal income tax withheld in box 2, attach
this copy to your return.”

Form 1099-LTC

Copy B- “This is important tax information and is being furnished to the Internal Revenue Service. If
you are required to file a return, a negligence penalty or other sanction may be imposed on you if this
item is required to be reported and the IRS determines that it has not been reported.”

Copy C—“Copy C is provided to you for information only. Only the policyholder is required to report
this information on a tax return.”

Form 1099-MSA- “This information is being furnished to the Internal Revenue Service.”

Form 1099-R

Copy B — “Report this income on your Federal tax return. If this form shows Federal income tax with-
held in box 4, attach this copy to your return. This information is being furnished to the Internal Rev-
enue Service.”

Copy C - “This information is being furnished to the Internal Revenue Service.”

Form 1099-S— “This is important tax information and is being furnished to the Internal Revenue Ser-
vice. If you are required to file a return, a negligence penalty or other sanction may be imposed on you
if this item is required to be reported and the IRS determines that it has not been reported.”
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1.5.7 Required

Legends for Forms

5498

1.5.8 Composite

Substitute Statements

to Recipients for

Forms Specified in

Section 1.5.4

1999-40

I.R.B.

Form 5498ecipient statements must contain the following legends:

e Form 5498- “This information is being furnished to the Internal Revenue Service.”
Note: If you do not furnish another statement to the participant because no contributions were mac
for the year, the statement of the fair market value of the account must contain this legend and a des
nation of which information is being furnished to the Internal Revenue Service.

e Form 5498-MSA- “The information in boxes 1 through 6 is being furnished to the Internal Revenue
Service.”

A composite form recipient statement for the forms specifi&kition 1.5.4is permitted when one filer

is reporting more than one type of payment during a calendar year to the same form recipient. A co
posite statement is not allowed for a combination of forms listefeation 1.5.4and forms listed in
Section 1.5.2.

Exceptions. Form 1099-B information may be reported on a composite form with the forms specified in
Section 1.5.2as described iiBection 1.5.3. In addition, royalties reported on Form 1099-MISC or
1099-S may be reported on a composite form only with the forms specifsetiion 1.5.2.

Although the composite form recipient statement may be on one sheet, the format of the composite fo
recipient statement must satisfy the requirements listed in

Section 1.5.3as well as the requirements $®ction 1.5.4. A composite statement of Forms 1098 and
1099-INT (for interest reportable under section 604 ®@pisallowed.
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Part 2
Specifications for Substitute Forms To Be Filed With the IRS (Except Form W-2G)

Section 2.1 - Specifications

2.1.1 Introduction The following specifications prescribe the format requirements for Forms 1096 and Copy A of Forms
1098, 1099, and 5498. (See Part 3 for Form W-2G specifications.)

2.1.2 Form The form identifying number (e.g., 9191 for Form 1099-DIV) must be printed in nonreflective black

Identifying Numbers carbon-based ink in print positions 15 through 19 using an OCR A font. The checkboxes to the right of
the form identifying number must be 10-point boxes; the void checkbox is in print position 25 and the
corrected checkbox is in position 33. These measurements are from the left edge of the paper, not includ-
ing the perforated strip.

2.1.3 Specifications The substitute form must be an exact replica of the official IRS form with respect to layout and content.
for Form 1096 and
Copy A of Forms Note: To determine the correct form measurements, see Exhibits A through T at the end of this publi-
1098, 1099, and 5498 cation.

» Hot wax and cold carbon spots are not permitted on any of the internal form plies. These spots are per-

mitted on the back of a mailer top envelope ply.
» Use of chemical transfer paper for Copy A is acceptable.
e The Government Printing Office (GPO) symbol must be deleted.

2.1.4 Colorand Color and paper quality for Copy A (cut sheets and continuous pinfeed forms) as specified by JCP Code
Paper Quality 0-25, dated November 29, 1978, must be white 100% bleached chemical wood, optical character recogni-
tion (OCR) bond produced in accordance with the following specifications.

Note: Reclaimed fiber in any percentage is permitted provided the requirements of this standard are met.

* Acidity: Phvalue, average, notlessthan ........... .. . ... . . . 5 4.
* Basis Weight 1 22 500 cut Sheets . . ... e 18-20
Metric equIValeNt—O/fR . . . .. ..o 75

Atolerance of £ 5 pct. is allowed.
« Stiffness: Average, each direction, not less than—milligrams . . ...................... 50
» Tearing strength: Average, each direction, not less than—grams . .................... 40
» Opacity: Average, not less than—percent ... ...... .. ... .. 82
e Thickness: Average—inch . ... ... . .. . . 0.0038

Metric equivalent—mm . ... .. 097 O

Atolerance of +0.0005 inch (0.0127 mm) is allowed. Paper cannot vary more than
0.0004 inch (0.0102 mm) from one edge to the other.

» Porosity: Average, notlessthan—seconds . ........... . . . . i 10
» Finish (smoothness): Average, each side—seconds . ............ . ..., 20-55
For information only, the Sheffield equivalent—units . .............. ... .. .. ..... ... 170-100

 Dirt: Average, each side, not to exceed—parts per million . ........... ... ... ..... 8
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2.1.5 Chemical
Transfer Paper

2.1.6 Printing

2.1.7 OCR
Specifications

2.1.8 Paper and Ink

2.1.9 Testers

1999-40 |.R.B.

Chemical transfer papeis permitted for Copy A only if the following standards are met:
» Only chemically backed paper is acceptable for Copy A.
e Carbon-coated forms are not permitted. Front and back chemically treated paper cannot be proces
properly by machine.
e Chemically transferred images must be black.

All copies must belearly legible.Hot wax and cold carbon spage not permitted for Copy A.Inter-
leaved carbonshould be black and must be of good quality to assure legibility on all copies and to avoi
smudging. Fading must be minimized to assure legibility.

All printing on Copy A of Forms 1098, 1099, 5498, and the Form 1096 printing above the statemel
“Please return this entire page to the Internal Revenue Service. Photocopies are NOT acceptable.” n
be in Flint J-6983 red OCR dropout ink or an exact match. However, the four-digit form identifying
number must be in nonreflective carbon-based black ink in OCR A font.

The shaded areas of any substitute form should generally correspond to the format of the official form.
The printing for the Form 1096 statement and the following text may be in any shade or tone of black ir
Black ink should only appear on the lower part of the reverse side of Form 1096 where it will not blee
through and interfere with scanning.

Note: The instructions on the back of Form 1096, which include filing addresses, must be printed.
Separation between fields must be 0.1 inch.

Except for Form 1099-R, the numbered captions are printed as solid with no shaded background.

Other printing requirements are discussed below.

The contractor must initiate or have a quality control program to assure OCR ink density. In addition, tl
contractor must have access to either a MacBeth PCM-II, Kidder 082A, or similar tester to regularly eve
uate the ink throughout a shift.

Readings will be made when printed on approved 20 Ib. white OCR bond with a reflectance of not le
than 80%. Black ink must not have a reflectance greater than 15%. These readings are based on req
ments of the “Scan-Optics Series 9000” Optical Scanner using Flint J-6983 red OCR dropout ink or
exact match.

The following testers and ranges are acceptable:

* MacBeth PCM-II. The tested Print Contrast Signal (PCS) values when using the MacBeth PCM-
tester on the “C” scale must range from .01 minimum to .06 maximum.

» Kidder 082A. The tested PCS values when using the Kidder 082A tester on the Infra Red (IR) sce
must range from .12 minimum to .21 maximum. White calibration disc must be 100%; sensitivity mus
be set at one (1).

* Alternative testers. Alternative testers must be approved by the Government so that tested PCS val
can be established. You may obtain approval by writing to the following address:

Commissioner of Internal Revenue
Attn: OP:FS:M:T:M Room 1225
Tax Products

1111 Constitution Avenue, NW
Washington, DC 20224

465 October 4, 1999



2.1.10 Typography Type must be substantially identical in size and shape to the official form. All rules arésgitbiet or
%-point. Rules must be identical to that on the official IRS form.

Note: The form identifying number must be nonreflective carbon-based black ink in OCR A font.

2.1.11 Dimensions Three Forms 1098, 1099, or 5498 (Copy A) are contained on a single page, 8 inches wide (without any
snap-stubs and/or pinfeed holes) by 11 inches deep.

Exception. Form 1099-R contains two documents per page.

There is a .33 inch top margin from the top of the corrected box, and a .25 inch right margin. There is a
1/32” (0.0313") tolerance for the right margin. If the right and top margins are properly aligned, the left
margin for all forms will be correct. All margins must be free of print. See Exhibits A through T in this
publication for the correct form measurements.

These measurements are constant for all Forms 1098, 1099, and 5498. These measurements are shown
only once in this publication, on Form 1098 (Exhibit B). Exceptions to these measurements are shown on
the rest of the exhibits.

The depth of the individual trim size of each form on a page mustliecBes, the same depth as the of-
ficial form.

Exception. The depth of Form 1099-R ig55nches.

2.1.12 Other The words “For Privacy Act and Paperwork Reduction Act Notice and instructions for completing this
Specifications form, see the 999 Instructions for Forms 1099, 1098, 5498, and W-2Ghustbe printed on Copy A;
“For more information and the Privacy Act and Paperwork Reduction Act Notice, see the 1999 In-
structions for Forms 1099, 1098, 5498, and W-2Qhustbe printed on Form 1096.

2.1.13 Perforation Copy A (three per page; two per page for Form 1099-R) of privately printed continuous substitute forms
must be perforated at each 11" page depth. No perforations are allowed betwégrfdhmsS (5%" for
Form 1099-R) on a single copy page of Copy A.

The words “Do NOT Cut or Separate Forms on This Page” must be printed in red dropout ink (as re-
quired by form specifications) between the three forms (two for Form 1099-R).

Note: Perforations are required between all the other individual copies (Copies B and C, and Copies 1
and 2 for Form 1099-R and Form 1099-MISC, and Copy D for Form 1099-R) included in the set.

2.1.14 What To You must include the OMB Number on Copies A and Form 1096 in the same location as on the official
Include form.

Printer’'s symbol — The GPO symbol must not be printed on substitute Copy A. Instead, the employer
identification number (EIN) of the forms printer must be entered in the bottom margin on the face of each
individual form of Copy A, or the bottom margin on the reverse side of each Form 1096.

A postal indicia may be used if it meets the following criteria:
* Itis printed in the OCR ink color prescribed for the form, and
» No part of the indicia is within one print position of the scannable area.

The Catalog Number (Cat. No.) shown on the 1999 forms is used for IRS distribution purposes and need
not be printed on any substitute forms.

The formmust not contain the statement “IRS approved” or any similar statement.
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Part 3
Specifications for Substitute Form W-2G To Be Filed With the IRS

Section 3.1 - General

3.1.1 Purpose The following specifications give the format requirements for Form W&gpy A only).

A filer may use a substitute Form W-2G to file with the IRS (referred to as “substitute Copy A”). The
substitute form must be an exact replica of the official form with respect to layout and content.

Section 3.2 - Specifications for Copy A of Form W-2G

3.2.1 Substitute You must follow these specifications when printing substitute Copy A of Form W-2G.
Form W-2G (Copy A)

Item Substitute Form W-2G (Copy A)

Paper Color and Quality Paper for Copy A must be white chemical wood bond, or equivalent,
20 pound (basis 1% 22-500), plus or minus 5 percent. The paper
must consist substantially of bleached chemical wood pulp. It must be
free from unbleached or ground wood pulp or post-consumer recycled
paper. It also must be suitably sized to accept ink without feathering.

Ink Color and Quality All printing must be in a high quality nongloss black ink.

Typography The type must be substantially identical in size and shape to the official
form. All rules on the document are eitkgpoint (.007 inch), 1 point
(0.015 inch), or 3 point (0.045). Vertical rules must be parallel to [the
left edge of the document, horizontal rules to the top edge.

Dimensions The official form is 8 inches wite3 % inches deep, exclusive ofa
inch snap stub on the left side of the form. Any substitute Copy A must
be the same dimensions. The snap feature is not required on substi-
tutes. All margins must be free of print. The top and right margins
must be¥% inch plus or minus .0313. If the top and right margins are
properly aligned, the left margin for all forms will be correct.

If the substitute forms are in continuous or strip form, they must be
burst and stripped to conform to the size specified for a single form.

Hot Wax and Cold Hot wax and cold carbon spots are not permitted on any of the in-
Carbon Spots ternal form plies. These spots are permitted on the back of a mailer top
envelope ply. Interleaved carbons, if used, should be black and of
good quality to avoid smudging.

Printer’'s Symbol The Government Printing Office (GPO) symbol must not be printed on
substitute Forms W-2G. Instead, the employer identification number
(EIN) of the forms printer must be printed in the bottom margin on the

face of each individual Copy A on a sheet. The form must not contain
the statement “IRS approved” or any similar statement.

Catalog Number The Catalog Number (Cat. No.) shown on Form W-2G is used fof IRS
distribution purposes and need not be printed on any substitute for|ms.

1999-40 I|.R.B. 467 October 4, 1999



Part 4

Additional Instructions for Substitute Forms 1098, 1099, 5498, and W-2G

Section 4.1 - Copies B, C, D, 1, and 2

4.1.1
Miscellaneous
Instructions

October 4, 1999

Iltem

Instructions

Copies

Copies B, C, and in some cases, D, 1, and 2 are included in the official as
for the convenience of the filer. You are not required to include all these ¢

The following table gives additional instructions concerning copies B, C, D, 1, and 2 of the forms.

sembly
opies

with the privately printed substitute forms. Copies B and, in some cases, C will

satisfy the requirement of the law and regulations to provide the statement
formation to the form recipient.
Note: If an amount of Federal income tax withheld is shown on Form 1099

of in-

R or

W-2G, Copy B (to be attached to the tax return) and Copy C must be furnished to

the recipient. Copy D (Forms 1099-R and W-2G) may be used for filer reg
Only Copy A should be filed with the IRS.

Arrangement
of Assembly

The parts of the assembly must be arranged, from top to bottom, as follows:

* All forms—Copy A “For Internal Revenue Service Center.”

e Form 1098—Copy B “For Payer”; Copy C “For Recipient.”

e Form 1098-E—Copy B “For Borrower”; Copy C “For Recipient.”

e Form 1098-T—Copy B “For Student”; Copy C “For Filer.”

e Form 1099-A—Copy B “For Borrower”; Copy C “For Lender.”

e Forms 1099-B, 1099-DIV, 1099-G, 1099-INT, 1099-MSA, 1099-0ID, &
1099-PATR—Copy B “For Recipient”; Copy C “For Payer.”

e From Form 1099-C—Copy B “For Debtor”; Copy C “For Creditor.”

e Form 1099-LTC—Copy B “For Policyholder”; Copy C “For Insured”; a
Copy D “For Payer.”

e Form 1099-MISC—Copy 1 “For State Tax Department”; Copy B “For Rec
ent”; Copy 2 “To be filed with recipient’s state income tax return, when
quired”; and Copy C “For Payer.”

e Form 1099-R—Copy 1 “For State, City, or Local Tax Department”; Cop

ords.

and

nd

ipi-
re-

y B

“Report this income on your Federal tax return. If this form shows Federal in-

come tax withheld in box 4, attach this copy to your return”; Copy C “For
cipient’s Records”; Copy 2 “File this copy with your state, city, or local incg
tax return, when required”; Copy D “For Payer.”

e Form 1099-S—Copy B “For Transferor”; Copy C “For Filer.”

* Form 5498—Copy B “For Participant”; Copy C “For Trustee or Issuer.”

e Form 5498-MSA—Copy B “For Participant”; Copy C “For Trustee.”

e Form W-2G—Copy 1 “For State Tax Department”; Copy B “Report this
come on your Federal tax return. If this form shows Federal income tax
held in box 2, attach this copy to your return”; Copy C “For Winner’'s Recor
Copy 2 “Attach this copy to your state income tax return, if required.”; Cop
“For Payer.”

Perforations

Perforations are required between forms on all copies except Copy A tq
separating the forms easier. Copy A of Form W-2G may be perforated.

Re-
me

in-
with-
ds”;
y D

make
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Section 4.2 - OMB Requirements

4.2.1 OMB
Requirements

4.2.2 Substitute
Form Requirements

1999-40 |.R.B.

Official Office of Management and Budget (OMB) numbers are shown on official IRS printed forms, anc
are also shown on the forms in the exhibits.

Public Law 96-511 requires that:
* The OMB approve IRS tax forms.
» Each form show the OMB approval number in the upper right corner. (The official OMB numbers ma
be found on the official IRS printed forms and are also shown on the forms in the exhibits in Part 5.)
» The form (or its instructions) state:
1. Why the IRS is collecting the information,
2. How it will be used, and
3. Whether it must be given to the IRS.
(Any substitute IRS forms or instructions must also contain this information.)

The OMB requirements for substitute IRS forms are:
* Any substitute form or substitute statement to recipient must show the OMB number as it appears
the official IRS form.
* For Copy A, the OMB number must appear exactly as shown on the official IRS form.
» For any copy other than Copy A, the OMB number must use one of the following formats.
1. OMB No. XXXX-XXXX (preferred) or
2. OMB # XXXX-XXXX
* All substitute formgCopy A only) must state “For Privacy Act and Paperwork
Reduction Act Notice, see the 1999 Instructions for Forms 1099, 1098, 5498, and W-2G.”
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Section 4.3 — Reproducible Copies

4.3.1 Introduction The IRS does not take orders for reproducible and information copies of Federal tax materials. However,
other ways to get Federal tax material include:
* The Internet.
e CD-ROM.
» GPO Superintendent of Documents Bookstores.

Forms 1096, 1098, 1099 series, and 5498 series are provided electronically on the IRS home page and on
the Federal Tax Forms CD-ROM, but cannot be used for filing with the IRS when printed from a conven-
tional printer. These forms contain drop-out ink requirements as described in Part 2 of this publication.

4.3.2 Internet You can download tax materials from the Internet.
You Can Access the Internet by... Using...
File Transfer Protocol (FTP) ftp.irs.gov
World Wide Web WWW.irs.gov
4.3.3 IRS Federal The IRS also offers an alternative to downloading electronic files and provides current and prior-year

Tax Forms CD-ROM  access to tax forms and instructions through its Federal Tax Forms CD-ROM. The CD will be available
for the upcoming filing season. Ordeub. 1796, Federal Tax Products on CD-ROM, by either:
 Calling the National Technical Information Service (NTIS)-&77-233-67670ll free,
» Using the IRS’s Internet Web Sitevatvw.irs.gov/cdorders,or
» Faxing af703-605-6900.

4.3.4 GPO Supt. of The Government Printing Office (GPO) Superintendent of Documents Bookstores also sell individual
Documents Bookstores copies of tax forms, instructions, and publications. 2@#8-512-180Qo find the bookstore nearest you.
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Section 4.4 - Effect on Other Revenue Procedures

4.4.1 Other Revenue Procedure 98-37, 1998-26 |.R.B. 6, which provides rules and specifications for private printi
Revenue of 1998 substitute forms and statements to recipients, is superseded.
Procedures
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Part 5
Exhibits

Section 5.1 - Exhibits of Forms in the Revenue Procedure

5.1.1 Purpose

5.1.2 Guidelines

October 4, 1999

Exhibits A through T illustrate some of the specifications that were discussed earlier in this revenue pro-
cedure. The dimensions apply to the actual size forms, but the exhibits have been reduced in size.

Generally, the illustrated dimensions apply to all like forms. For example, Exhibit B shows 11.00” from
the top edge to the bottom edge of Form 1098 and .85” between the bottom rule of the top form and the
top rule of the second form on the page. These dimensions apply to all forms that are printed three to a

page.

Keep in mind the following guidelines when printing substitute forms.

 Closely follow the specifications to avoid delays in processing the forms.

» Always use the specifications as outlined in this revenue procedure and illustrated in the exhibits.

» Do not add the text line “Do NOT Cut or Separate Forms on This Page” to the bottom form. This will
cause inconsistency with the specifications.
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Part IV. Items of General Interest

Notice of Proposed Rulemaking tion on the IRS Home Page, or by submitestimates of capital or start-up costs and

and Notice of Public Hearing ting comments directly to the IRS Internetosts of operation, maintenance, and pur-
site at http://www.irs.ustreas.gov/ tax_chase of services to provide information.
Qualified Lessee Construction regs/regslist.html. The public hearing will The requirement for the collection of in-
Allowances for Short-Term be held in room 2615, Internal Revenuéormation in this notice of proposed rule-
Leases Building, 1111 Constitution Avenue, NW, making is in §1.110-1(c). The information
Washington, DC. is required so that a taxpayer receiving a
REG-106010-98 construction allowance as lessee from the

_ . FOR FURTHER INFORMATION CON- |essor may establish the amount qualifying
AGENCY: Internal Revenue ServiceacT. Conceming the regulations, Paufor the safe harbor under section 110(a).
(IRS), Treasury. Handleman, (202) 622-3040; concerninghe collection of information is manda-
submissions, the hearing, and/or to bgyry. The likely respondents are businesses
placed on the building access list to attengnd other for-profit organizations.
the hearing, Michael Slaughter, (202) 622gstimated total annual reporting burden:

ACTION: Notice of proposed rulemak-
ing and notice of public hearing.

SUMMARY: This document contains /180 (not toll-free numbers). 1%000 hoursa burd

proposed regulations concerning an exs ;op| EMENTARY INFORMATION: The estimated annual burden per respon-
clusion from gross income for qualified * dentvaries from .5 hours to 1.5 hours, de-
lessee construction allowances provideBaperwork Reduction Act pending on individual circumstances,
by a lessor to a lessee for the purpose of with an estimated average of 1 hour.

constructing long-lived property to be The collection of information con- Estimated number of respondents :

used by the lessee pursuant to a shof@ined in this notice of proposed rulemaki0,000.
term lease. The proposed regulations a9 has been submitted to the Office oEstimated annual frequency of responses:

fect a lessor and a lessee paying and rl(\;(Lanagemer?t and Budget for review in acence.

ceiving, respectively, qualified lessegcordance with the Paperwork Reduction An agency may not conduct or sponsor,
construction allowances that are deprecﬁ‘Ct of 1995 (44 U.S.C. 3507(d)). Com-and a person is not required to respond to,
ated by a lessor as nonresidential re§/€nts on the collection of informationa collection of information unless the col-
property and excluded from the lessee$hould be sent to théffice of Ma}nage- lection of informat?on displays a yalid
gross income. The proposed regulatiorf§'e”t and Budget Attn: Desk Ofncer.for control number assigned by the Office of
provide guidance on the exclusion, the inthe Department of the Treasury, Offl(_:e oManagement and Budget.

formation required to be furnished by thdnformation and Regulatory Affairs, Books or records relating to a collec-
lessor and the lessee, and the time af¥ashington, DC 20503, with copies tdion of information must be retained as
manner for providing that information iothe Internal Revenue ServiceAttn: IRS long as their contents may become mater-
the IRS. This document also provides ndReports Clearance Officer, OP:FS:FRal in the administration of any internal
tice of a public hearing on these propose\4}lashington, DC 20224. revenue law. Generally, tax returns and
Comments on the collection of informa-tax return information are confidential, as
tion should be received by November 1%equired by 26 U.S.C. 6103.

DATES: Written and electronic com-1999.

ments must be received by December 2G;0mments are specifically requested corackground

1999. Outlines of topics to be discusse@erning: _ _ This document contains proposed
at the public hearing scheduled for Jand/hether the proposed collection of infory engments to the Income Tax Regula-
ary 19, 2000, must be received by Decenfnation is necessary for the proper perfoqjons (26 CFR part ]_) to pro\/ide regu|a-

regulations.

ber 29, 1999. mance of the functions of the IRS, includyjo s ynder section 110 of the Internal
ing whether the information will have Revenue Code of 1986. Section 110 was
ADDRESSES: Send submissions topractical utility; added to the Code by section 1213(a) of

CC:DOM:CORP:R (REG-106010-98),The accuracy of the estimated burden ag;q Taxpayer Relief Act of 1997, Public
room 5226, Internal Revenue Servicesociated with the proposed collection of aw 105-34 (Act). Under section 1213(e)
POB 7604, Ben Franklin Station, Washinformation (see below); of the Act, the amendment made by sec-
ington, DC 20044. Submissions may bélow the quality, utility, and clarity of the tion 1213(a) applies to leases entered into
hand delivered Monday through Fridayinformation to be collected may be eNafter August 5, 1997.

between the hours of 8 a.m. and 5 p.m. tianced;

CC:DOM:CORP:R (REG-106010-98),How the burden of complying with the Explanation of Provisions

Courier’s Desk, Internal Revenue Servicegroposed collection of information may )

1111 Constitution Avenue, NW, Washing-be minimized, including through the ap-1eX Treatment of Lessee Construction
ton, DC. Alternatively, taxpayers mayplication of automated collection tech-Allowances

submit comments electronically via theniques or other forms of information tech- Section 61(a) provides that gross in-
Internet by selecting the “Tax Regs” op+nology; and come means “all income from whatever
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source derived” except as otherwise prgrovements if they wear out prior to thenonresidential real property which is part
vided in subtitle A of the Internal Revenueend of the lease term; and, if the usefubf, or otherwise present at, the retail space
Code. Generally, the receipt of a conness of the leasehold improvements exeferred to in section 110(a) and which re-
struction allowance by a lessee from &ends beyond the lease term, who has tlverts to the lessor at the termination of the
lessor for property to be constructed ancemainder interest in the improvements. lease. Section 110(c)(2) defines the term
used by the lessee pursuant to a lease repT0 the extent the lessee holds the bentshort-term lease” as a lease (or other
resents an accession to wealth includibliéts and burdens of ownership of theagreement for occupancy or use) of retail
in gross income in the year of receiptleasehold improvements constructed witbpace for 15 years or less (as determined
However, amounts received by a lessdbe construction allowance, the lessee hasder the rules of section 168(i)(3)). Sec-
that are expended by the lessee on assatsaccession to wealth and income undéibn 110(c)(3) defines the term “retail
owned by the lessor are not includible irsection 61(a). However, to the extent thepace” as real property leased, occupied,
the lessee’s gross income because therdéssor holds the benefits and burdens of otherwise used by a lessee in its trade
no accession to wealth. Thus, the propemwnership, the lessee is acting merely ag business of selling tangible personal
tax treatment of construction allowanced&n agent of the lessor and the constructigiroperty or services to the general public.
turns on whether the lessee or the lessallowance is not includible in the gross in- Consistent with section 110(c)(1), the
owns the property constructed with theome of the lessee. proposed regulations define the term
allowance. Congress was concerned that the tradigualified long-term real property” as
Ownership for tax purposes generallyional factors used by the IRS in makinghonresidential real property under section
is determined by applying a “benefits andhe determination of who is the tax ownen68(e)(2)(B), which is section 1250 prop-
burdens of ownership” test to the fact®f property may be applied differently byerty other than residential rental property
and circumstances surrounding the tran$ae lessor and the lessee and may leaddad property with a class life of less than
action. The benefits and burdens of owrcontroversies between the IRS and tax7.5 years. The proposed regulations do
ership test was developed by the Tarayers. H.R. Rep. No. 148, 105th Congnot require a direct tracing of the con-
Court to determine whether a purportedst Sess. 423 (1997) (House Report); Struction allowance, but assume that the
lease should be treated as a sale for Fédep. No. 33, 105th Cong., 1st Sess. 232onstruction allowance is used to con-
eral income tax purposes. The court s&3 (1997) (Senate Report). Consequentlytruct or improve the lessor’s property if
forth the following factors to determinethe Act provides a safe harbor whereby @ualified long-term real property is con-
whether the taxpayer had the benefits arid assumed that a construction allowancgructed by the lessee at the leased retail
burdens of ownership of the leased progs used to construct or improve lessogpace. The IRS and the Department of
erty: (1) whether legal title passes; (2property (and is properly excludable byrreasury specifically request comments
how the parties treat the transaction; (e lessee) when long-lived property in whether the definition of “retail space”
whether an equity interest was acquired ifonstructed or improved and used pueeds to be clarified.
the property; (4) whether the contract cresuant to a short-term lease. The Act also The proposed regulations recognize
ates a present obligation on the seller erovides a reporting requirement to enthat a lessee may not be able to construct
execute and deliver a deed and a preseiitre that both the lessee and the lessgfe qualified long-term real property in
obligation on the purchaser to make payconsistently treat the property subject tghe same taxable year as it receives the
ments; (5) whether the right of possessiofiie construction allowance as nonresiderpnstruction allowance from the lessor.
is vested in the purchaser; (6) which partjjal real property owned by the lessorTnhys, the proposed regulations give the
pays the property taxes; (7) which partyiouse Report at page 424; Senate Repgksee additional time to satisfy the safe

bears the risk of loss or damage to th@t Page 233. harbor by allowing the construction al-
property; and (8) which party receives th<=Safe Harbor under Section 110 lowance to be expended for qualified
profits from the operation and sale of the long-term real property until¥8 months

property. See Grodt & McKay Realty, Section 110(a) provides, in generalafter the close of the taxable year in which
Inc. v. Commissioner77 T.C. 1221 that gross income of a lessee does not ithe construction allowance was received
(1981), andColeman v. Commissioner,clude any amount received in cash (oby the lessee.
T.C. Memo. 1987-19%ff’d, 16 F.3d 821 treated as a rent reduction) by a lessee The legislative history of the Act states
(7th Cir. 1994). from a lessor under a short-term lease ¢fiat no inference is intended as to the
In a coordinated issue paper dated Ocetail space, for the purpose of suclreatment of amounts that are not subject
tober 7, 1996, the IRS enumerated certalgssee’s constructing or improving qualito the safe harbor provision. In such
specific factors that help establish whethefied long-term real property for use incases, the provisions of IRS coordinated
the benefits and burdens of ownership afuch lessee’s trade or business at such igsue paper and present law (including
the leasehold improvements are with theil space, but only to the extent that sucbase law) will continue to apply where ap-
lessee or the lessdre., who carries per- amount does not exceed the amount eglicable. H.R. Conf. Rep. No. 220, 105th
sonal property and liability insurance orpended by the lessee for such constructid®ong., 1st Sess. 658-59 (1997). Thus, a
the leasehold improvements; who is ther improvement. construction allowance failing to qualify
beneficiary under those policies; who is Section 110(c)(1) defines the termunder the safe harbor provision is not in-
responsible for replacing the leasehold im<qualified long-term real property” as cludible in the lessee’s gross income if the
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lessor has the benefits and burdens ofive Order 12866. Therefore, a regula- An agenda showing the scheduling of
ownership of the property constructedory assessment is not required. It ithe speakers will be prepared after the
with the construction allowance. Ownerhereby certified that the collection of in-deadline for receiving outlines has
ship of the property is determined undeformation in these regulations will notpassed. Copies of the agenda will be
general principles of Federal tax lawhave a significant economic impact on available free of charge at the hearing.
based on all the facts and circumstancessubstantial number of small entities. This

_ certification is based upon the fact thaPrafting Information
Consistency between Lessee and LessoLy hyrden on taxpayers is minimal.

and Reporting Requirements AC- The principal author of these regula-

cordingly, a Regulatory Flexibility Analy- ¢ is'paul E. Handleman, Office of the

Section 110(b) provides that qualiﬁeoSIS under the Regulgtory FIeX|b.|I|ty Act (5Assistant Chief Counsel (Passthroughs
long-term real property constructed or imY-S-C- chapter 6) is not required.  Purzy ghacial Industries), IRS. However,
proved in connection with any amount exduant to section 7_805(f)_0f the Interna ther personnel from the IRS and Trea-
cluded from a lessee’s income by reasolﬁevenu_e Code, this no_tme of propo_seglury Department participated in their
of section 110(a) shall be treated as noﬁglemaklng will be submitted to the Chleffdevelopment.

residential real property of the |essopounsel for Advocacy of the Small Busi-

(including for purposes of section€ss Administration' for comment on its * ok ok %k
168()(8)(B)). impact on small business. )
X ) Proposed Amendments to the Regulations
Section 110(d) provides that, undegomments and Public Hearing
regulations, the lessee and lessor de- Accordingly, 26 CFR part 1 is pro-

scribed in section 110(a) must, at such Before these proposed regulations afgosed to be amended as follows:
times and in such manner as may be prédopted as final regulations, considera-
vided in such regulations, furnish to thdion will be given to any written com- PART 1—INCOME TAXES
Secretary information concerning thenents (a signed original and eight (8)
amounts received (or treated as a rent r_éogleiz grt'eleICtrtontlﬁ C&Fgmt_%r%ts Itlggt arart 1 is amended by adding an entry in
duction) and expended as described igHbmitted imely fo the Iks. The aNG umerical order to read in part as follows:
section 110(a), and any other informatiodreasury Department specifically request Authority: 26 U.S.C. 7805 * * *
which the Secretary deems necessary €mments on the clarity of the proposed g, .i,n"1 110-1 also issued under 26
carry out the provisions of section 110. rule and how it may be made easier to uny o ~ 120(dl); * * *

The Act provides that the lessor willderstand. All comments will be available™p . *5 e tion 1.110-1 is added to
treat any qualified long-term real propertyfor public inspection and copying. read as follows:
constructed or improved with a construc- A public hearing has been scheduled for
tion allowance excluded from the lessee¥Vednesday, January 19, 2000, at 10 a.r81.110-1 Qualified lessee construction
gross income under section 110(a) as nofit room 2615, Internal Revenue Buildingallowances.

residential real property owned by thel111Constitution Avenue, NW, Washing- _ _
lessor. However, the lessee’s exclusion 18N, DC. Due to building security proce- (&) Overview. Amounts provided to a

not dependent upon the lessor’s treatmefltres, visitors must enter at the 10th Strel@ssee by a lessor for property to be con-
of the property as nonresidential reagntrance, located between Constitutiofitructed and used by the lessee pursuant
property. House Report at page 424: SeAnd Pennsylvania Avenues, NW.  In addito a Iegse are not includible in the Ies_s_ees
ate Report at page 233. tion, all visitors must present photo identigross income if the amount is a qualified
The proposed regulations prescribe thication to enter the building. Because ofessee construction a_lllowance under para-
information required to be furnished byACCeSs restrictions, visitors will not be adgraph (b) of this section. .
the lessor and the lessee and the time aftitted beyond the immediate entrance (b) Qualified lessee construction al-
manner for providing that information to@r€a@ more than 15 minutes before thiewance—(1) In general. A qualified
the IRS. A lessor or a lessee that fails tBearing starts. For information about havessee construction allowance means any
furnish the required information may bend your name placed on the building acamount received in cash (or treated as a
subject to a penalty under section 6721, C€SS list to attend the hearing, see tfrent reduction) by a lessee from a Iessorf
“FOR FURTHER INFORMATION CON- (i) Under a short-term lease of retalil
Proposed Effective Date TACT” section of this preamble. space;
. The rules of 26 CFR 601.601(a)(3) (i) For the purpose of constructing or
'The regulations are proposed to be aRipply to the hearing. improving qualified long-term real prop-
plicable to leases entered into on or after pas4ng who wish to present oral comerty for use in the lessee’s trade or busi-
the date final regulations are published ifyents at the hearing must submit an oubess at that retail space; and
the Federal Register. line of the topics to be discussed and the (iii) To the extent the amount is ex-
time to be devoted to each topic (signedended by the lessee in the taxable year
original and eight (8) copies) by Decem+eceived on the construction or improve-
It has been determined that this noticber 29, 1999. ment of qualified long-term real property
of proposed rulemaking is not a signifi- A period of 10 minutes will be allotted for use in the lessee’s trade or business at
cant regulatory action as defined in Execto each person for making comments. that retail space.

Paragraph 1. The authority citation for

Special Analyses
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(2) Definitions—(i) Qualified long- structed or improved with any amount exname), employer identification number,
term real propertyis nonresidential real cluded from a lessee’s gross income btaxable year and the following informa-
property under section 168(e)(2)(B) thateason of paragraph (a) of this sectiotion for each lease:
is part of, or otherwise present at, the renust be treated as nonresidential real (A) The lessee’s name (in the case of a
tail space referred to in paragraplproperty owned by the lessor (for purconsolidated group, the parent’s name).
(b)(2)(i) of this section and which revertsposes of depreciation under 168(e)(2)(B) (B) The address of the lessee.
to the lessor at the termination of thend determining gain or loss under section (C) The employer identification num-
lease. Thus, qualified long-term reall68(i)(8)(B)). For purposes of the precedber of the lessee.
property does not include property qualiing sentence, the lessor must treat the con-(D) The location of the retail space (in-
fying as section 1245 property under sectruction allowance as fully expended ircluding mall or strip center name, if ap-
tion 1245(a)(3). the manner required by paragraplplicable, and store name).

(i) Short-term leasés a lease (or other (b)(1)(iii) of this section unless the lessor (E) The amount of the construction al-
agreement for occupancy or use) of retai$ notified by the lessee in writing to thelowance.
space for 15 years or less (as determinedntrary. General tax principles apply for (F) The amount of the construction al-
pursuant to section 168(i)(3)). purposes of determining when the lessdowance treated by the lessor as nonresi-

(i) Retail spacas nonresidential real may begin depreciation of its nonresidendential real property owned by the lessor.
property under section 168(e)(2)(B) thatial real property. The lessee’s exclusion (ii) Lessee.The statement provided by
is leased, occupied, or otherwise used bHyom gross income under paragraph (a) dhe lessee must contain the lessee’s name
the lessee in its trade or business of sethis section, however, is not depender(and, in the case of a consolidated group,
ing tangible personal property or servicespon the lessor’s treatment of the propertshe parent's name), employer identifica-
to the general public. as nonresidential real property. tion number, taxable year and the follow-

(3) Purpose requirementAn amount (c) Information required to be fur- ing information for each lease:
will meet the requirement in paragrapmished—(1) In general. The lessor and (A) The lessor’s name (in the case of a
(b)(1)(ii) of this section only to the extentthe lessee described in paragraph (b) ebnsolidated group, the parent's name).
that the lease agreement for the retaihis section who are paying and receiving (B) The address of the lessor.
space expressly provides that the cora qualified lessee construction allowance, (C) The employer identification num-
struction allowance is for the purpose ofespectively, must furnish the informatiorber of the lessor.
constructing or improving qualified long-described in paragraph (c)(3) of this sec- (D) The location of the retail space (in-
term real property for use in the lessee®Bon in the time and manner prescribed ieluding mall or strip center name, if ap-
trade or business at that retail space.  paragraph (c)(2) of this section. plicable, and store name).

(4) Expenditure requirement(i) In (2) Time and manner for furnishing in- (E) The amount of the construction al-
general. Expenditures referred to in paraformation. The requirement to furnish in- lowance.
graph (b)(2)(iii) of this section will be formation under paragraph (c)(1) of this (F) The amount of the construction al-
treated as being made first from theection is met by attaching a statemerndwance that is a qualified lessee con-
lessee’s construction allowance. Tracingith the information described in para-struction allowance under paragraph (b)
of the construction allowance to the actuairaph (c)(3) of this section to the lessor’'sf this section.
lessee expenditures for the construction ar the lessee’s, as applicable, timely filed (4) Failure to furnish information.A
improvement of qualified long-term real(including extensions) Federal income talessor or a lessee that fails to furnish the
property is not required. However, theeturn for the taxable year in which thanformation required in this paragraph (c)
lessee should maintain accurate records cbnstruction allowance was paid by thenay be subject to a penalty under section
the amount of the qualified lessee conlessor or received by the lessee (either #i721.
struction allowance received and the excash or treated as a rent reduction), as ap-(d) Effective date.This section is ap-
penditures made for qualified long-ternplicable. A lessor or a lessee may repoglicable to leases entered into on or after
real property. the required information for several qualithe date final regulations are published in

(i) Time when expenditures deemetied lessee construction allowances on the Federal Register.
made. For purposes of paragraphcombined statement. However, a lessor’s

(b)(2)(iii) of this section, an amount isor a lessee’s failure to provide informa- Robert E. Wepzel,
deemed to have been expended byten with respect to each lease will be Deputy Commissioner
lessee in the taxable year in which th&eated as a separate failure to provide in- of Internal Revenue.

construction allowance was received byormation for purposes of paragraph _ ,
. . . . (Filed by the Office of the Federal Register on Sep-
th_e _Iessee if the amount is expendeft)(4) of this se_ctlon. _ _ tember 17, 1999, 8:45 a.m., and published in the
within 8% months after the close of that (3) Information requiree—(i) LeSSOI. jssue of the Federal Register for September 20,
taxable year. The statement provided by the lessor mus$99, 64 F.R. 50783)
(5) Consistent treatment by lessorcontain the lessor’s name (and, in the case

Qualified long-term real property con-of a consolidated group, the parent’s
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Definition of Terms

Revenue rulings and revenue procedurgdies to both A and B, the prior ruling isnew ruling does more than restate the
(hereinafter referred to as “rulings”) modified because it corrects a publishedubstance of a prior ruling, a combination
that have an effect on previous rulingposition. (Compare witlamplifiedand of terms is used. For examplmodified
use the following defined terms to deelarified, above). and supersededlescribes a situation
scribe the effect: Obsoleteddescribes a previously pub-where the substance of a previously pub-
Amplified describes a situation wherelished ruling that is not considered detertished ruling is being changed in part and
no change is being made in a prior pubminative with respect to future transacis continued without change in part and it
lished position, but the prior position istions. This term is most commonly useds desired to restate the valid portion of
being extended to apply to a variation oin a ruling that lists previously publishedthe previously published ruling in a new
the fact situation set forth therein. Thustulings that are obsoleted because afiling that is self contained. In this case
if an earlier ruling held that a principlechanges in law or regulations. A rulingthe previously published ruling is first
applied to A, and the new ruling holdsmay also be obsoleted because the sutmodified and then, as modified, is super-
that the same principle also applies to Bstance has been included in regulatiorseded.
the earlier ruling is amplified. (Comparesubsequently adopted. Supplementeds used in situations in
with modified below). Revokedlescribes situations where thavhich a list, such as a list of the names of
Clarified is used in those instancegosition in the previously published rul-countries, is published in a ruling and
where the language in a prior ruling isng is not correct and the correct positiothat list is expanded by adding further
being made clear because the languagebeing stated in the new ruling. names in subsequent rulings. After the
has caused, or may cause, some confu-Supersededescribes a situation whereoriginal ruling has been supplemented
sion. It is not used where a position in éhe new ruling does nothing more tharseveral times, a new ruling may be pub-
prior ruling is being changed. restate the substance and situation oflshed that includes the list in the original
Distinguisheddescribes a situation previously published ruling (or rulings).ruling and the additions, and supersedes
where a ruling mentions a previouslyThus, the term is used to republish undell prior rulings in the series.
published ruling and points out an esserthe 1986 Code and regulations the same Suspendeds used in rare situations to
tial difference between them. position published under the 1939 Codshow that the previous published rulings
Modified is used where the substancand regulations. The term is also usedill not be applied pending some future
of a previously published position iswhen it is desired to republish in a singlaction such as the issuance of new or
being changed. Thus, if a prior rulingruling a series of situations, names, etcamended regulations, the outcome of
held that a principle applied to A but nothat were previously published over a pecases in litigation, or the outcome of a
to B, and the new ruling holds that it apfiod of time in separate rulings. If theService study.

H H E.O—Executive Order. PHC—Personal Holding Company.
Ab b revi atl ons ER—Employer. PO—Possession of the U.S.
The following abbreviations in current use and for-ER|sA—Employee Retirement Income Security Act.PR—Partner.
réwue”rgi::.sed will appear in material published in theEX—Executor. PRS—Partnership.

B F—Fiduciary. PTE—Prohibited Transaction Exemption.
A—Inleldufe\I. FC—Foreign Country. Pub. L—Public Law.
Acq.—Ac.qwescence. FICA—Federal Insurance Contribution Act. REIT—Real Estate Investment Trust.
B—Inleldu.a.I. FISC—Foreign International Sales Company. Rev. Proc—Revenue Procedure.
BE—Beneficiary. FPH—Foreign Personal Holding Company. Rev. Ruk—Revenue Ruling.
:ﬁlé—a:;.ard of Tax Appeals. F.R—Federal Register. S—Subsidiary.

C —individual. FUTA—Federal Unemployment Tax Act. S.P.R—Statements of Procedral Rules.
C.B—Cumulative Bulletin. FX—Foreign Corporation. Stat—Statutes at Large.

CFR—Code of Federal Regulations. G.C.M—Chief Counsel's Memorandum. T—Target Corporation.

Cl—City. GE—Grantee. T.C—Tax Court.

COOP—Cooperative. GP—General Partner. T.D—Treasury Decision.

Ct.D—Court Decision. GR—Grantor. TFE—Transferee.

CY—County. IC—Insurance Company. TFR—Transferor.

D—Decedent. |.R.B—Internal Revenue Bulletin. T.l.R—Technical Information Release.
DC—Dummy Corporation. LE—Lessee. TP—Taxpayer.

DE—Donee. LP—Limited Partner. TR—Trust.

Del. Order—Delegation Order. LR—Lessor. TT—Trustee.

DISG—Domestic International Sales Corporation. M—Minor. U.S.C—United States Code.
DR—Donor. Nonacg—Nonacquiescence. X—Corporation.

E—Estate. O—Organization. Y—Corporation.

EE—Employee. P—Parent Corporation. Z—Corporation.
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